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These Big « 
Promotions ; 


Building Lo 


Are you getting 
your share? 


Use the FREE Buffet Tray—in Silex Jan- 

Feb special models—to boost your 1938 

load. 

Get behind this national promotion backed by eight full page ads. Each ULEX 
Glass Coffee Maker will add 87 KWH to your domestic load and raise many 
“Low Use" customers to a higher level. 

The Anyheet Control will account for an additional 10 KWH per year. 

The Jan-Feb specials include an Anyheet Control Silex at the lowest price ever 
offered—$5.95 (in black) with a buffet tray to match FREE—{red models $6.25); 
also the regular $4.95 model wih a buffet tray FREE—{in red $5.25). 

Silex has a plan that will fit your needs . . . write for it today. 

All Silex glass coffee makers have Pyrex brand glass, guaranteed against heat 
breakage. Electric table models list from $4.95 up. 

The Silex Company, Dept. P, Hartford, Conn. 


THERE IS ONLY ONE 


i §1 EX 


FRADE MARK REGISTERED VS PAT OFF 


BREWING COMPLETED WITHOUT REMOVING GLASSWARE FROM STOVE 
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WO PRICELESS GUIDES TO LOWER TRUCK 
FOR UTILITY OPERATORS 


IRE COSTS 


Would you think it possible 
> cut tire costs on your 
cks as much as 10%? Then 
ten to this: Dozens of utility 
berators have cut costs more 
ban 10% and increased tire 
ileage as much as 50% with 
e help of these two scientific 
ides. 

“The Truck Tire Calcu- 
tor” and “The Practical 
ide for Tire Combinations” 
ere developed by Goodrich 
gineers. Scientific, authori- 
tive, yet simple and easy to 
derstand, these two guides 
ould be in the hands of every 
ility service manager or the 


ecutive in your company re- 
onsible for tires. 
“The Truck Tire Calcu- 
tor” answers important 
stions such as these: 
at is the probable life of 
my tires? 


What size tires should I use? 


What do truck tires actually 
cost? 

What should truck tires cost 
me? 

This simple device alone has 
saved truck owners thousands 
of dollars. 

“The Practical Guide for 
Truck Tire Combinations” 
stops waste before it starts. 
Accurate data on tire change- 
over, payload, tire sizes and 
inflation pressures, rim sizes— 
answers questions of mainten- 
ance and care that put dollars 
back in operators’ pockets. 

The use of these two aids 
coupled with Goodrich Silver- 
towns will help you cut tire 
costs, reduce accidents and 
road delays. 


TRIPLE PROTECTED 
IN THE SIDEWALL 


When engineers discovered 
that 80% of all premature tire 
failures occur in the sidewall, 
Goodrich developed a new in- 
vention to protect this “‘Fail- 
ure Zone.” Here’s how Triple 
Protection works: 

PLYFLEX—distributes stresses 

throughout the tire—prevents 

ply separation —checks local 
weakness, 


PLY-LOCK—protects the tire 
from breaks caused by short 
plies tearing loose above the bead. 


100% FULL-FLOATING CORD — 

eliminates cross cords from all 

plies—reduces heat in the tire 

12%. 

The right tire for the load 
plus Triple Protection will 
save you money as it has thou- 








sands of truck owners. Only 
Goodrich has this Triple Pro- 
tection. Have the Goodrich 
man in your territory tell your 
service manager about it. 


Or ask your secretary to 
write your name and address 
on the margin, tear off and 
mail. “The Truck Tire Cal- 
culator” and “The Practical 
Guide for Tire Combinations” 
will be promptly forwarded 
without obligation. 


oodrich™:-Silvertowns 


PECIFY THESE NEW SILVERTOWN TIRES FOR TRUCKS AND BUSES 
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Save Repair Money with 


jOKOLAST 


(a tree wire armored with brake lining) 


Okolast is a tree wire which will stand 
the wear and tear in trees. It is an Mh 
armored tree wire designed for all : 
conditions of service. Se te a 
Okolast tree wire has a unique, simple ab 
construction which appeals to the 
practical plant man. 
There are only 3 materials besides 
the conductor: 
I. The tough, specially saturated 
seine twine will outwear any weather- 
proof or other kind of braid used as 
a covering. 
2. The brake lining type of armor 
lape will be found by test to be the 
best for resisting abrasion. 
3. The inimitable Okonite rubber in- 
sulation means a permanently dur- 
able, safe insulation. 
Samples and prices of OkolastTree Wire 
. . . << WOVEN 
will gladly be furnished upon request. SEINE-TWiNE COVERING 


EA THE OKONITE COMPANY 


PASSAIC, NEW JERSEY 
OKONITE QUALITY CANNOT BE WRITTEN INTO A SPECIFICATION 
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HE recent action of the Federal Power 

Commission in broadening its investiga- 
tion of unlicensed hydroelectric power proj- 
ects to cover the entire country has caused a 
widespread epidemic of speculation as‘to just 
what is in the mind of the FPC with respect 
to its future place in the affairs of the power 
industry. 


Is the FPC determined to gain control of 
practically all hydroelectric projects in Amer- 
ica—whether built before or after the Federal 
Power Act was adopted, or whether built by 
utility or nonutility generators? If so, does 
the FPC intend, by a restrictive licensing 
policy, to reserve in effect, all hydro develop- 
ments hereafter to publicly controlled agen- 
cies? In other words, is private development 
of hydro sites for power virtually a thing of 
the past? 


THESE and numerous other questions are 
being asked. Letter after letter comes into 
Washington—some to our own editorial of- 
fices—seeking light on these perplexing but 
far-reaching issues. We do not have a com- 
prehensive answer. We doubt if even the FPC 
is yet prepared to announce a complete policy 
defining the limitations of all the problems 
which are raised by such questions. 


But in a piecemeal fashion, working sec- 
tion by section the broad field of inquiry 


OSWALD RYAN 


The Federal power policy—it must be 
preserved! 


(Sree Pace 67) 
JAN. 20, 1938 


ALBERT W. ATWOOD 
Conservation might well begin with the 
U. S. Treasury. 


(Sree Pace 88) 


thrown open by the recent FPC activities, it 
may be possible to formulate a synthetic view 
of the reasoning which underlies these activi- 
ties. With this in mind we are pleased to pre- 
sent in this issue a most revealing and cogent 
statement of the FPC’s position with respect 
to Federal control over power developments 
on inland waters, such as are the subject of the 
attempt now being made at the regular session 
to obtain congressional approval oi a state 
flood control compact between vario 1s New 
England states. 


Tue FPC has opposed this compact in the 
proposed form as containing a surrender to the 
states of vital Federal power of regulatory 
control over the inland waters of New Eng- 
land. The FPC believes that such a sur- 
render would violate the spirit and the letter 
of the Federal Power Act. Doubtless the FPC 
sees farther than the particular New England 
mer at hand. It sees a possible decisive 
battleground on this issue between the states 
and the Federal government which may de- 
termine once and for all the policy of the na- 
tion in New England and everywhere else. In 
future issues of the FortNiGHTLY we hope to 
cover other angles of recent FPC activities and 
other viewpoints concerning them. 


THIs icodieg article about the FPC’s legal 
stand on the New England flood control com- 
pact is written by an author obviously best 
qualified to speak for the commission’s legal 
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RILEY PULVERIZERS 


in Central Stations 


Plant after plant in the Public Utility industry has swung to Riley 
Pulverizers .. . definitely establishing Riley as one of the leaders 








A few Public Utilities using Riley Pulverizers ... 


Union Electric Light & Power, Cahokia . . . Repeat Order 
Edison Electric Illuminating Co., Boston . . . Repeat Order 
Hartford Electric Light Co., Conn. . . . Repeat Order 
Potomac Electric Power Co., Washington, D. C. 
Oklahoma Gas & Electric Co. . . . Repeat Order 
Stamford Gas & Electric Co., Conn. 

City of Springfield, Il. 

City of Tacoma, Wash. 

Savannah Electric Co., Georgia 

Dubuque Electric Co., Iowa 

Central Iowa Power & Light Co. 

Lynn Gas & Electric Co., Mass. 

Upper Michigan Power & Light Co. 


RILEY STOKER CORPORATION 


WORCESTER, MASS. 


BOSTON NEW YORK PHILADELPHIA PITTSBURGH BUFFALO CLEVELAND DETROIT TACOMA 
ST. Louis CINCINNATI HOUSTON CHICAGO ST. PAUL. KANSAS CITY LOS ANGELES ATLANTA 
COMPLETE STEAM GENERATING UNITS 
BOILERS - SUPERHEATERS - AIR HEATERS - ECONOMIZ ERS - WATER-COOLED FURNACES 
PULVERIZERS - BURNERS - MECHANICAL STOKERS - STEEL-CLAD INSULATED SETTINGS 
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position, even though he must, of course, write 
for us in his individual capacity. He is OSwALp 
Ryan, who has been the commission’s general 
counsel since before the days of ‘the New 
Deal. While no one but the President him- 
self may safely be called the official prophet 
of the New Deal power program, it would 
appear from his recent letters to the governor 
of Connecticut and also from the Federal 
Power Commission’s report to the congres- 
sional committees, that the position’s of both 
the President and the commission are predi- 
cated largely upon legal opinions written by 
Mr. Ryan. He is a born Hoosier and prac- 
ticed law in his native city of Anderson, Ind., 
following attendance at both Harvard Uni- 
versity (A.B. ’11) and Harvard Law School. 
After a brief interlude of enlisted service with 
the U. S. Army during the World War, Mr. 
RYAN was counsel for the city of Anderson, 
Ind., from 1921 until 1925. His active participa- 
tion in public utility regulatory cases attracted 
first state and then national attention. He was 
appointed to his present post in March, 1932. 
He has previously contributed to a number of 
publications, including the FortNIcHTLY. 


> 


HAT is conservation? Does it consist in 

hoarding fuel and minerals, posting 
forests, damming, ditching and draining the 
entire country for navigation, irrigation, flood 
control, and water power, regardless of ex- 
pense? Is the present generation the next gen- 
eration’s keeper and so wise that it must do 
everything now and pass on the bill io poster- 
ity? These are the questions which ALBERT W. 
AtTwoop writes about in his article “Floods and 
Hydro Power,” beginning on page 88 of this 
issue. He suspects that “conservation” like 
“liberty” is one of those high-sounding gen- 


RALPH B. COONEY 
The utilities shouldn’t sell themselves short. 
(See Pace 81) 
JAN. 20, 1938 


eralities which everyone is in favor of but few 
can define. This writer doesn’t op con- 
servation, but he has an interesting theory that 
true conservation cannot be reduced entirely to 
cold tangible assets in national resources, 
Present day human needs, he thinks, are just 
as much a problem for the conservationists 
as are the needs of a future generation. 


Mr. Atwoop, a newcomer to the Forrnicut- 
Ly, may nevertheless be recalled by our read- 
ers for his long service as editorial writer on 
the Saturday Evening Post (1927-37). He isa 
graduate of Amherst College ('03) and some- 
time lecturer on financial subjects at the New 
York University School of Commerce and the 
Columbia University School of Journalism. In 
addition to his numerous contributions to the 
Post, Mr. Atwoop has served editorially with 
the New York Sun (03-06), New York Press 
(’06-"12), McClures Magazine (’13-'17), Re- 
view of Reviews (712-15), and Harpers 
Weekly (14). Since 1927 he has been a resi- 
dent of the District of Columbia and is active 
in educational and literary circles in this city. 


¥ 


third feature article in this issue. He is 
Rap B. Cooney, who was born in Indianap- 
olis and graduated from Indiana University. 
Mr. Cooney is now advertising and promotion 
manager for Bing & Bing, Inc., real estate firm 
of New York city. He has written numerous 
articles in trade and business magazines and 
should be remembered by FortNiIGHTLY read- 
ers for former contributions to this publica- 
tion. In this issue (page 81) Mr. Cooney writes 
a prognosis for future relations between utili- 
ties and the government. 


¥ 


Naren Indianan is responsible for the 


Ave the important decisions preprinted 
from Public Utilities Reports in the back 
of this number, may be found the following: 


THE Securities and Exchange Commission 
has authorized a gas company to declare a 
dividend out of capital or unearned surplus 
in order to avoid the undistributed profits tax. 
(See page 129.) 


Construction of a power project on a non- 
navigable stream which flows into a navigable 
stream has been brought under the control of 
the ederal Power Commission. (See page 

32. 


A DECISION by the New York commission 
deals with the question of rebates and prefer- 
ences to private plant owners who sell their 
plants to an electric company. (See page 156.) 


THE next number of this magazine will be 
out February 3rd. 


A Enixdre- 
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What the modern 


OFFICE GIRL 
WANTS 


ie a typewriter 


“W bat do you want in a typewriter?” That's the question 
we put to more than 600 bright office girls in New York 
City. They had ideas, these typing young ladies. Told us 
from everyday experience, just what they want, just what 
they don’t want. And we built a typewriter to their specifi- 
cations. A typewriter that speeds typing, makes it easier, 
cuts down errors, and cuts out executive and typist fatigue 
due to typewriter noise. 


That’s the Remington Noiseless for you. Silent as a ghost. 
Feather touch. Velvet smooth operation. Its originals and 
carbons are sharp and clear. Stencils are clean-cut. The 
tabulator system is a part of the keyboard; makes figure 
listing as easy as regular typing! 


TRY IT FREE FOR 7 DAYS. Give the Remington Noiseless 

a try in your office. We'll gladly put one at your disposal 

for seven days. No charge or obligation. Learn also about 

a liberal trade-in with terms as low as $5 down for a new 

REMINGTON S = machine and $12 a month to pay the balance. Or mail the 
NOISELESS a Se coupon for booklet giving details. 


Please pound me yout free 

describing the 
= Noiseless 
Typewriter and 7-day 
free trial offer. 
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BETTER CONTROL 
THAN EVER 





OVER WINCH LINE LOADS 
WITH A VACUUM CLUTCH WINCH 


THE NEW AMERICAN SERIES 75 CB WINCH 
gives positive control and flexibility of operation under 
all conditions. It is designed for greater capacities and 
ample allowance is made for intermittent overloads. 


A VACUUM CLUTCH AND FREE DRUM BRAKE 
is operated from the dashboard. The driver no longer 
reaches through the cab window to levers on the winch. 


The POSITIVE LOCKING CLUTCH will not disen- 
gage while there is a load on the line. 


An AUTOMATIC WORM BRAKE insures positive 
irreversability at all times. 


And in addition, it has adjustable hangers and a re- 
movable shaft extension. Its tubular cross supports re- 
duce the strain on the frame and prevent tilted I beams. 
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The American Series 75 CB Winch presents a new departure in winch design. 
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Remarkable Remarks 


“There never was in the world two opinions alike.” 





—MOonrTAIGNE 





“I want to see this municipality [Philadelphia] operate 
every public utility.” 


¥ 


“.. in 83 cities of the United States the revenue from 
municipal power plants pays the entire cost of city 
government.” 


¥ 


“For me there is no amusement in twisting the tails 
of power companies, if indeed they have tails. I ‘want 
results.” 


* 


“They tell of the utility executive who anxiously 
scanned the story: ‘Roosevelt Hooks Mackerel!’ for the 
name of one of his friends.” 


* 


“Workers should organize and obtain the right to 
work when they want to and not when Walter Chrysler 
or Henry Ford wants them to work.” 


5 


“The average state utility commission in the United 
States is a farce as far as regulation of electric light 
and power rates is concerned.” 


¥ 


“The major problem of television, in both countries 
[England and United States], is to provide a program 
for the home that will meet public requirements and 
maintain public interest.” 


. 


“People are demanding more and more of government, 
and insisting that governmental costs mount higher and 
higher, but they still deny their governments the oppor- 
tunity to engage in enterprises which would furnish them 
with the things they demand.” 


* 


“Once I owned a hundred shares in a silver mine. They 
cost a dollar a share each at the time of my purchase, 
and after going much lower, eventually disappeared. It 
seems the edition ran out and there was not sufficient 
demand for another printing.” vi 


12 
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SHORT-CUT KEYBOARD 


ENTIRE AMOUNTS 
CAN BE WRITTEN 
IN ONE OPERATION 


BURROUGHS ADDING MACHINE COMPANY «+ DETROIT, MICHIGAN 
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“If I lend a corporation $100,000 it has to pay 27 per 
cent taxes before it pays me back, but it has to pay only 
15 per cent taxes if it does not pay me back.” 


> 


“Unfortunately, in the [Federal Communications] com- 
mission there still exists the attitude of mind that is only 
sympathetic when advancing the interests of Big 
Business.” 


a 


“It is customary at the year-end to look back with 
satisfaction and to face the future with assurance. Today, 
however, we wish to escape from the past and we gaze ~ 
ahead with anxiety.” 


aa 


“The farmer, once he has established the installation ¢ 
electricity to his home through the aid of the REA, should 
never lose control to anybody, the government or privat 
enterprise.” 


* 


“It behooves us to remember one thing in thinking 
our own Supreme Court. That is, that it is either 
thing or it is nothing, and that unless it is everything 
liberties are nothing.” 


* 


“The [SEC] commission, in order to induce co 
rations to register, made significant compromise with 
clear and unmistakable statement of the whole t 
which the spirit of the Securities Act called for 
which the Federal Trade Commission had zarlier i 


on. 


¥ 


“Do not be misled into thinking that low rates— 
ticularly low domestic .rates—will protect you [elec 
industry] against municipal ownership or political attae 
They will not, but are sure to result in demands fra 
commerical and power customers for still lower rates. 


¥ 


“It is collectivism, growing and swallowing the indi- 
vidualism which we have always regarded as so typical 
American. The process has already gone so far that 
believe you could hardly find a business enterprise 2 
where in the United States which could be accural 
described as private.” 


¥ 


“The personification of corporations has led to 
subsidiary myths which protect it from criticism of it 
expenditures. The first is that any money which is w 
is ‘private’ money and ‘therefore of no concern to 
body’ ; the second, that the government has no ‘assets’ a 
therefore cannot engage in any activity along polit 
lines,” 
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ODERN Boiler, Fuel Rurning 
and Related EGuijpment 


For unit capacities from 1000 
to 1,000,000 Ib of steam per hr 





C-E TYPES 
BENT TUBE—multi-drum, four-drum, three-drum, two-drum 
STRAIGHT TUBE—sectionol header, box header (cross drum and 
long drum) 
LERS FIRE TUBE—hrt, vertical, internally fired, locomotive type 
BO MARINE—sectional header, bent tube 
WASTE HEAT—straight tube, bent tube, fire tube 
(C-E Boilers include all types known by the trade names Heine, Walsh- 
Weidner, Casey-Hedges, Ladd and Nuway) 





C-E TYPES 
various designs suitable for any superheat requirements and applicable 
to any type or size of water tube boiler; also a girth type for hrt boilers. 
Known by the trade name Elesco. 





C-E TYPES 
UNDERFEED—multiple retort, single retort (five designs) 
CHAIN GRATE—(three designs) 
TRAVELING GRATE—(two designs) 
(C-E Stokers include all types known by the trade names Coxe, Green, 
Type E, Type K, and Skelly) 





C-E TYPES 


Pl [VE R 7 F p al FL both direct fired and storage systems and a variety of designs of mills, 
burners, feeders and related equipment, including those known by the 


trade names Raymond and Lopulco 





C-E TYPES 
FURNACES both dry bottom and slagging pulverized fuel furnoces as well as 
extended surface and plain water-cooled wall constructions. 





Cc-E TYPES 
regenerative, plate and tubular air heaters ; continuous loop and flanged 
joint types of fin tube economizers. Latter known by the trade name 
Elesco , 





C-E TYPES 
suitable combinations of boiler, fuel burning and related equipment 


COM ahaa UN ITS for any fuel and for capacities from 1000 to over 1,000,000 Ib. of 
steam per hr. Also complete units of standard design known by the 
trade names C-E Steam Generator, Type VU, and Combustion Steam 
Generator. 


lid 


Combustion Engineering Company, Inc., 200 Madison Ave.,New York + Canada: Combustion Engineering Corp Ltd., Monty 


COMBUSTION ENGINEERING 
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20° below sero or 
100° in the shade 
Barco Hammers 
take their work in 
stride — their 
power is not 
retarded by 
weather or 
altitude. 


Barco Hammers are compact —no 
roy «A expensive auxiliary equipment 
to block traffic. 





The Barco Gaso- 
line Hammer is 
complete in itself. 


@ Barco Portable Gasoline 
mers are "right" for public 









maintenance work. No de 
job is too tough . . . breaking.. 
digging . . . driving test rods.. 











cutting asphalt . . . drilling roc 
Barco can be used wherever ' 
operator has "elbow room" an 
Portable, Powertul —ask for catalog. 
GASOLINE parco manuractuning ¢. 1 0 0 


A { . .. tamping back-fill. f 
Compact and self-powered, | 
8 A a C 0 will save you money in dozens ¢ 
ways—write for complete det 
1803 W. Winnemac Ave. 
H A M M Ee R Chicago, il, = 
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. - to save you the cost of 
breaking in additional linemen . . . to enable you to avoid dis- 
charging new men when projects near completion . . . 

To build rural lines on a production basis at surprisingly low 
costs ... to save you time and trouble as well as money, on 
your extra rural or transmission line construction. 

These are the services Hoosier Crews have been performing 
for 17 years and are ready to perform for you. 


To supplement your organization . 





—— f 


HOOSIER ENGINEERING COMPANY 


CHICAGO 46 SO. 5TH ST., COLUMBUS, OHIO NEW YORK 
‘Canadian Hoosier Speinoning Company, Ltd. 
m 


ERECTORS OF TRANSMISSION LINES 
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How to Save 


Make-up 


and Boost Turbine Hours 





Over half the power generated 
for industry in America comes 
from turbines using Gargoyle 
D.T.E. Oil Light. Socony- 
Vacuum’s experience with over 


9,000 turbines helps find oper- 


ating economies 


Fyn LENGTH OF SERVICE and turbine 
hours per gallon of “make-up,” no tur- 
bine oils measure up to Gargoyle D.T.E. Oil 
Light. That is why more than half the coun- 
try’s turbines rated 5000 kw. and over use 
them exclusively. This wealth of turbine 
operating experience Socony-Vacuum 
places at the disposal of your men. 


(0) oe LOAD Boa 





INCORPO} 


Socony-Vacuum has “kept cases” on tut 
bine operation. This experience is made 
available without cost to turbine men, 
Pamphlets prepared on this subject will be 


sent at your request. In addition, see the © 
new moviecalled “The InsideStory,” which — 


reveals exactly what Correct Lubrication 


does. Just write to the nearest Socony- — 


Vacuum office for these aids. 


“72 Years of Experience Calling” | 


That is what the chief of a great utility 


wrote to one of his station superintendents. 
For when the Socony-Vacuum Represen- 
tative calls on you, he brings to your prob- 
lems the greatest experience in the oil busi- 
ness. Many operators find this experience 
helps them to chalk up records for efficiency 


our man has something you can turn to 


your advantage? 


a 


SOCONY-VACUUM 


N- WHITE 


NM WHITE EAGLE ' MN WADHAM MPAN 


MAKERS OF MOBILGAS, MOBILOIL, ¢ 
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SE CLE VELANDS- 


for Quality Trench cron 


he Cleveland “Baby Digger” pioneer of 
mall trenchers is extensively used by Gas, 
elephone, Electric Light, Water Companies, 
te, in cities and suburbs where compact, 
nobile and flexible trench-cutting equipment 
demanded. 


built-in features make it available on a 
naximum percentage of such work. 


ae PE DAA DE PLN BL 
BABY DIGGER Model 95 


The “Model 110” has the speed, power and 
stability for ditching cross-country on 
Natural Gas, Oil, Gasoline and Buried 
Cable Lines. 


Built for operation in the roughest country 
under difficult soil conditions. Friction free 
enclosed units eliminate wear. Cuts thou- 
sands of feet of trench per day at lowest 
possible cost. 


e "C LE 4 DE PANE 
MODEL 110 


he Cleveland “Tamper-Backfiller” is the 
host economical and satisfactory method of 
rmanently replacing dirt in excavations. 


educes hazard of pavement-depressions. 

ermits completion of work and restoration 
surfaces immediately. Costs little to 

perate. Compact design and mobility permit 
use almost anywhere. 


The CLEVELAND 
TAMPER-BACKFILLER 


-ALSO- 
LEVELAND TRAILERS — CLEVELAND TRENCH GUARDS 


Ht CLEVELAND TRENCHER COMPANY 


20100 ST. CLAIR AVE. CLEVELAND, OHIO 
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Inside Information 


On The Burnham Gas Boiler 


S° much stress is put these days on 

dolling up boilers to make them 
look good, that their make-good is all 
too often secondary. 


That’s not so with this Burnham. 
Its make-good was first-and-foremost 
proven. A. G. A. approved under the 
latest regulations. 


We are not going into details here, of 
why its make-good is so good. All that 
is clearly shown in the catalog, to 
which you are welcome. 


Glad to submit for your examination 
and check up, records of its economy 
performance in the field. A perform- 
ance that has lived up to the shop test, 
unbelievable as that may seem. 


Send for catalog. Get the facts. See 
for yourself. 


Lumnbampotlerlerporalion, 


IRVINGTON, NEW YORK 
ZANESVILLE, OHIO 


Representatives in All Principal Cities of the United States and Canada 
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PORCELAIN PRODUCTS, INC. 
PARKERSBURG, W. VA., U.S. A. 


HI-VOLTAGE INSULATORS —SINCE 1894 











VULCAN SOOT BLOWER CORPORATION 


‘Du Bois © Pennsylvania 
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PROSE BOWL 


“Tops’’ in Football! 








BD INDIRECT LIGHTING 


““Tops’’ in Good Lighting! 


INDIRECT ILLUMINANT 


With Alzak aluminum per- 
manent and efficient reflector. 
Rigidly constructed fixture 
throughout. The reflector is all- 
metal, yet ingenious light-spills 
on exterior, produce opalescent 
and luminous illusion. Guth 
“York” is one of many Guth In- 
direct Lighting Fixture designs. 
Write for further details. 


== 


2615 Washington Blvd. 
St. Louis, Mo. 
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PIPE 
STOPPERS 


All Types 
PIPE LINE SUPPLIES 


Goodman Stoppers 
Gardner-Goodman Stoppers 
Goodman- Peden Stoppers 
Goodman Cylindrical Stoppers 
Bags—Rubber, Canvas Covered 
Plugs, Service & Expansion 
Pumps 
Masks 
Brushes 
Tape—Soap & Binding 


Catalogue mailed on request. | 


SAFETY GAS MAIN STOPPER C0, 
523 Atlantic Avenue 


lyn, New 


MASTER-LIGHTS 


“THE MOST POWERFUL AND SER 


HAND SEARCHLIGHTS=_ 
WORKLIGHTS— 
REPAIR CAR ROOF LIG 


MADE SPECIALLY FOR a 
ELECTRIC—GAS—TELEPHOME 
REPAIR CREWS ; 


WRITE FOR FOLDER 


" MORE IMPORTANT /6 CARPENTER MANUFACTURING 00, 
THAN EVER BEFORE Cambridge, Mass.—Cable address “Portalife” — 
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THE THRIFT CARRIERS FOR THE NATION 











FOUR GREAT LINES 


of half-ton, 34-ton, 1-ton and 1'°4-ton trucks ...5 wheelbase 
lengths ... with a wide variety of models to suit your haul- 
age needs ... all of them big, rugged, dependable truck 
units with Valve-in-Head Engines, Perfected Hydraulic 
Brakes and Extra Sturdy Frames . . . designed and built 
to give you more miles of service at lowest cost per mile. 


CHEVROLET MOTOR DIVISION, General Motors Sales Corporation, DETROIT, MICH 


NOW ON DISPLAY—ASK FOR A DEMONSTRATION 
SEE YOUR CHEVROLET DEALER 

















' iteneninenanetnihis Soc a 
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Picture o f a 


MAN IN BED 


To test the operation of a bed 
cooler, Electrical Testing Labora- 
tories found it necessary to approxi- 
mate the effect of a man sleeping in 
bed. Hence this apparently compli- 
cated arrangement, (pictured above) 
was set up in a room of our air con- 
ditioning test house. By such means, 
E. T. L. is enabled to secure the 
Facts on new developments. 


For those concerned with taking 
the guess out of air conditioning, 
E. T. L. offers an interesting book- 
let, entitled, “Testing of Air Condi- 
tioners.” If you would like a copy, 
just write— 


ELECTRICAL 
TESTING 
LABORATORIES 


ae AT 
rin ‘. 


DAVEY LINE CLEARING SERVIC 


When Sleet Strik 


@ Here’s Quick Service 
® Organized Procedure 
e Experienced Workmen | 


®@ Economical Results 


Always use dependable Davey Service | 


DAVEY TREE EXPERT CO. 


DAVEY TREE SERVICE 


GOOD 
INSULATORS — 


(Vv) 


Insulators are only as good as the 
experience and workmanship put in- 
to their production. 

Our product is produced by men 
of the greatest experience to be found 
in the industry. 

Vicror made insulators are Goop 
InsuLaTors. 


Catalog on request 


Victor Insulators, Inc. | 
Victor, N. ¥. ; 





—7 
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READING 
STEEL 
VALVES 


STEEL TO MEET REQUIREMENTS 


The increasing tendency towards higher temperatures and pressures 
calls for valves of more than ordinary worth. Reading-Pratt & Cady, © 
conscious of this trend, is offering materials and designs in its steel 


valves to meet these new requirements. 


READING-PRATT & CADY DIVISION 
AMERICAN CHAIN & CABLE COMPANY, Inc. 
BRIDGEPORT, CONNECTICUT 


Gu Teusiness fort Your 


. oe 


READING-PRATT « CADY VALUES 
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INVESTIGATE 
OBSOLESCENCE 


A central station need not be old 
to be obsolete. Engineering ad- 
vancement, not age of equipment, 
decides obsolescence. And obso- 


lescence costs money . . . usually 
much more than making the 
needed improvement. Central sta- 
tions are modernizing with Taylor | 
Stokers. We’ll gladly tell you how 

















Division: AMERICAN ENGINEERING COMPANY | 


PHILADELPHIA, PENNSYLVANIA 







Other Producté: a-E-cO LO-HED MONORA LECTRIC HOISTS, A-E-CO HELE-SHA 


PUMPS, MOTORS AND TRANSMISSIONS A-E-CO MARINE AND YACHT AUXILIAR 
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r_ > Full Size Professic nai 


ARC” Dr 
WELDER 


y Here’s thrilling news! A 
full size, heavy duty Alad- 
din Electric ARC W: ER 

—only $39.25 with De Luxe 
Accessories! Not a toy, but a 
big, 100-pound man-sized ma- 
chine that welds all weldable 
metals and alloys with amaz- 
ing efficiency, everything from 
cast iron parts to light sheet 
metal. A sturdy, welded-steel- 
construction machine, yet 
easily portable on casters. 


WORKS FROM 110-VOLT SOCKET 
Simply plug into any 110 or 220 volt A.C. electric 
socket. Economical—costs only a few pennies an 
hour to use. Often pays for itself oc first or 
second job. Can be carried right te outside jobs 
in auto truck or side car. as complete heat 
controls. Anyone can use easily. Instructions for 
doing all kinds of welding jobs included. 


Amazing Detalis FREE! 
k Pe ee ee ea 
acts about this new Ala n 
uM | a p R r $ $ U ad t with De Luxe Accessories. Aladdin is the ideal 
welder for Public Utility service, maintenance 
and construction work—a highly efficient machine 
GUARANTEED TO MEET ALL C S, at a 


COMMONWEALTH MFG. CORP. 
4208 Davis Lane Dept. U-70 Cincinnati, Ohio 








fraction of the price asked for others—at @ sav- 

ing that may amount to several hundred dollars! 

ACT Send today for full details. You are not obligated. 
é 





s of successful experience with Hi- 
issure contacts on outdoor equipment 
proven their advantage and effective- 

Their application to the Type 
PS” Indoor disconnecting switch 
m above has resulted in much higher 
siencies along with easier operation. 
pentrated contact area under high 
e assures a clean metal to metal 
at all times. 


switch parts are non-ferrous, brushed 
lacquered for appearance. Note that 

itches have double blade construc- 
for strength and rigidity. 











a 


RAILWAY& INDUSTRIAL 


ENGINEERING CO. 
GREENSBURG, PA. 
Sales offices in principal cities 
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Metameter Transmitter at distant 
point where pressure, flow, liquid 
level, temperature, voltage 


or current is to be measured 


Now... METAMETER offers 
a SIMPLE, LOW-COST way 
of long distance measuring 


You really will be surprised—and pleased —at 
the simplicity of Bristol’s Metameter System. 
A transmitter at the distant point, a recording 
receiver at headquarters, and a simple two-wire 
interconnecting circuit—that’s all there is to it. 





The large 12 inch receiver chart records every 
fluctuation of the quantity being measured — Ye 
the instant it occurs—even hundreds of miles Wie 
away. In this way you can have before you a \: 
continuous uninterrupted 24 hour record of 
pressure, liquid level, temperature, flow, motion, 

voltage or current. 

When writing, ask for Bulletin 424W. 


Recording Receive 
THE BRISTOL COMPANY, WATERBURY, CONN, your office or oth 
Branch Offices: Akron, Birmingham, Burson, datas, Dewet, Leukemia Sa headavei! 


New York, Philadelphia, Pittsburgh, St. Louis, San Francisco, 
Canada: The Bristol Company of Canada, Limited, Toronto, 
England: Bristol's Instrument Company, Limited, London, N. W. 10 


BRISTOLS 


TRADE MARK AEG. U.S. PAT. OFF. 
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Particularly 


in 
1938 


J. CREATIVE ABILITY 
2. SALES ABILITY 
3. SERVICE FACILITY 


are the three ““MUSTS”’ of successful Advertising 


Medium Management .. . 


@ Creative Ability —to provide something new, something 


different, something interesting which attracts Buyers. 


@ Sales Ability — to convince Advertisers that both the 
Advertisement and the Medium are well worth the money 


they represent. 


Service Facility —to place, time and control that adver- 
tising to the best interest of the advertiser whether his 
advertising message be addressed to the Neighborhood 


or the Nation — 


A constant experience of nearly 50 years guides 


BaRRON G. COLLIER, INC. 
745 Fifth Avenue, New York 
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MODEL 1! WHEEL TYPE. 
SMALL. FAST . EASILY HANDLED, 


THEY SIMPLIFY . YOUR 
DIFFICULT DITCHING JOBS 


Short runs of small trench, lines that run close 
to obstructions, scattered jobs that call for mov 
ing the ditcher frequently, difficult soil conditions 
and a variety of other mean-to-handle situations 
are greatly simplified by the use of the Modell! 
Buckeye. Built by the originators of the wheel. 
type ditcher, this small machine — only 52" wide 
over-all, digs trench from 10” to 22” wide an 
to 544’ deep at speeds up to 416” per minute. 

It has the power and rugged strength to handle 
any ditching job within its range of trench width 
and depth and a range of digging speeds that 
enables you to keep any job moving at the mw 
imum practical speed. 

7 
Quickly 
moved from 
one job to the 


— DESIGN as next on 
INEERING é 
ENG ia oe TOMORROW Buckeye 
MOD E built trailer. 


THE BUCKEYE TRACTION DITCHER CO. FINDLAY, OHIO, U 


MODEL 120 & 160 WITH SHIFTABLE 
BOOM - - CHAIN AND BUCKET TYPE 


The latest boom type Buckeye ditchers have 
a wide range of usefulness- Trench 16” or 
more wide and to 12/6” deep can be dug in 
hard-to-get-at places or on open country 
right-of-way, with equal facility. Digging 
boom may be shifted te right or left allowing 
the machine to cut trench within 4” of a 
curb or 10” from poles, buildings or other 
obstructions. 
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YDRAULIC TURBINES 
FRANCIS AND HIGH SPEED RUNNERS 
* Penstocks 
* Butterfly Valves 
* Power Operated Rack Rakes 
* Gates and Gate Hoists 
* Electrically Welded Racks 


NEWPORT NEWS SHIPBUILDING AND DRY DOCK COMPANY 
Hydraulic Turbine Division 
NEWPORT NEWS, VA. 

















USE DOUBLE SEALS FOR ECONOMY AND 
TIGHTER COPPER CONNECTIONS 


Smaller copper tubing will do the job so much better than 
heavy, iron pipe. Fewer fittings are needed, for smooth copper) 
tubing bends replace many fittings. BUT MOST IMPORT! N 
IS THE JOINT ITSELF. Double Seals provide the st: . 
method of joining copper tubing. he win are copper to copper 
with no sealing agent required. The, stay tight ¢ 

severe pull, twist, a on DP 
bend, vibration vacu- 


"> um, freeze and heat oratories Write 
stresses. 


HAYS MFG. CO. ERIE, PENNA. 


Cnecify a DOUBLE SEALS 
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i Above is a typical record of fine- 
ness of output of aB & W Pulverizer 






plotted from operating data taken 





daily over a three-year period. 
_ 





se — 


us 
” 
os 
cd 
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theB & W 


Pulverizer- 


Sustains Fineness .. . 


normally the balls remain spherical and continue to roll smoothly in 











the grinding rings 





Reduces Outages... 


grinding elements are of high-grade wear-resisting materials 


Maintains Efficiency. . . 


wear of grinding parts does not reduce fineness or increase unburned- 


carbon loss 


Cuts Upkeep Costs... 


through long life of the grinding elements 


The dollar and cents value of these savings will, of course, vary over rather 
wide limits. In a typical case it amounted to almost ten per cent of the cost 
of the pulverizer during the life of the grinding elements. These and other 
money-saving advantages of the B&W Pulverizer and the B&W Direct- 
Firing System are outlined in Bulletin G-19... copies 


on request. 


THE BABCOCK & WILCOX COMPANY 
85 LIBERTY STREET NEW YORK,N Y. 


WILCOX COMPANY™- 
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RIGHT TYPE | 
EVERY 
SERVICE 


highly-efficient Turbine, Centrifugal and — 
Reciprocating Pumps is exactly the equip- 
ment you need, no matter what your 
pumping problem. American-Marsh en- 
gineers can help you get results with: 








: y 
Centrifugal, Turbin 1d Power Pun 
BATTLE CREEK MICHIGA 
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he sale of Modern Lighting 
or Modern Store Fronts should 
begin at Home! 


Public Utilities Fortnightly 37 


aids tte ol 


ae 


Here’s how Architect Geo. F. Sansbury and the Potomac Edison Company 
convince the merchants and property owners of Cumberland, Md., of the 
value of brightly lighted stores. 


modern store front demands modern illumina- 

And modern illumination means a heavier 
thting load. There’s a natural tie-up if there 
rf was one . .. new Pittco Store Fronts and 
dern lighting. 


to take best advantage of this tie-up . . . to 

ince prospects in your community of the sound- 

of store front modernization with better light- 

++. there’s nothing more valuable than an 

al example . . . on your own show rooms... 
what you mean. 


talk to a merchant . . . tell him the need for 
n merchandising methods . . . plug away on 
it idea of a new store front with better lighting. 
to clinch the argument, you say “Look at our 
quarters down the street. There’s a new 
-.. illuminated in the modern manner. We 


practice what we preach .. . because we know it 
means better business!” 


Put a new Pittco Front on your utility show rooms, 
Make them an example of what you preach, And 
when the Pittco Store Front Caravan, sponsored 
by Pittsburgh Plate Glass Company, comes to your 
territory, don’t miss it. It ws you numerous 
actual examples of modern store front lighting. It 
offers you an opportunity to cooperate with a pro- 
motional effort that leads directly to more business 
for you. Contact our local branch for data about 
the Caravan ... and for any cooperation on store 
fronts you may need in your wor 


Aa 'TTS BURGH, 
PLATE GLASS COMPANY 
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in the 
ce know this 
& fellow? 


Tuas straw man has come in mighty handy 
in recent years. : 


Every nation-saver who wanted to stir up ex- 
citement has taken a crack at him. 


Millions of words—spoken and written— 
have called him a string of dirty names. 


The label hung on him says “Business.” But 
does he look like anybody you know? 


Take the corner grocer for instance. Or the 
man who sells you a new shirt, a suit of 
clothes or a pair of shoes. Or the man who 
sells you gas for your car—or a new radio. 


These folks are businessmen, every one. 


So are the men who run the factories where 
your clothes or shoes or new car or tires are 
built. They’re businessmen too. 


Yet does any of these real people check with 
that straw man that’s been bawled out for 
almost everything under the sun? 


Of course not! The plain fact is, there isn’t any 
such scarecrow as “‘Business.”’ 


But there are tens of thousands of separate busi- 
nesses. And there are millions of businessmen 
—men with the imagination to try out new 
ideas—men with the patience and nerve to 
keep plugging during tough times—men with 
the horse sense to figure ways of meeting pay- 
rolls, paying rent and taxes, and still turn out 


If you are interested in a special pamphlet on 
this subject, write NATION’S BUSINESS 
No obligation. 


all the things you enjoy at a price millions can 
pay. 

Add them all up and you have the working 
force in America. Look at the job they're 
doing and you'll see why thoughtful folks are 
saying, ““When better times arrive, business 
will bring them.” 





This advertisement is published by 


NATION’S BUSINESS 


—a magazine devoted to interpreting business to itself, 
and bringing about a better understanding of the intri- 
cate relations of government and business. The facts 
published here are indicative of its spirit and contents. 
Write for sample copy to NATION’S BUSINESS, 
WASHINGTON, D. C. 











Public Utilities Fortnightly 











PEOPLE 
look lWttcé 


AT GMCs 











m An object pleasing to the eye— 

especially a GMC truck—will 
draw second glances every time. GMC “Dual- 
Tone” color blending is the stimulating influence 
that holds public gaze. Underlying its beauty is 
GMC rugged truck construction promoting long 
life and lasting economy. GMC prices are now 





crowding the lowest! 





Time payments through our own Y. M. A. C. Plan at lowest available rates 


GENERAL MOTORS TRUCKS & TRAILERS 


GENERAL MOTORS TRUCK & COACH 
DIVISION OF 
YELLOW TRUCK & COACH MANUFACTURING COMPANY, PONTIAC, MICHIGAN 














J 
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Black & Decker 


Penmrtrmaeer ELECTRIC TOOLS 





TOWSON MARK Y i NI 


page . Pse PQ mde eP MS ; A Mo aC P P ce gree 
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RESCENT witt esa case 


To meet the rigid requirements formulated by the government, 
engineering Societies and various railways and _ utilities, 
CRESCENT maintains a close and constant check in every step 
of wire and cable manufacture. 


Above, twirling fingers provide a check on accuracy of dimen- 
sion, for which the uninitiated might call 
us fanatics. But, we are particular on this 





CONTROL CABLE 

ba Sg ‘ All types of Building 

oan seambas point in order to insure proper load ca- Wire and all kinds 
CABLE 


MAGNET WIRE pacity and easy fishing. of Special Cables to 
PARKWAY CABLE meet A.S.T.M., 
auBes B POWER A.R.A.,, ‘LP.C.E.A., 
SERVICE, ENTRANCE om all er 
8iG a: overnment an : 
Sisters armsas Utility Companies 
CABLE \ Specifications. 





WEATHERPROOF WIRE 
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TA 


1 gage Rivers and Harbors Congress convenes for 33rd session, Washington, D. C., 











{ American Society of Civil Engineers concludes annual meeting, New York, N. Y., 1938. 








Sa 


{ National Electrical Manufacturers Association will hold midwinter meeting, New York, 
N. Y., February 7-12, 1938. 





{ Southern Gas Association and AGA Southern-Southwestern Regional Gas Sales 
Conference will hold combined meeting, Dallas, Texas, February 16-18, 1938. 











i see Institute of Electrical Engineers begins convention, N: ‘47 Yet, N. Y., 1938. 
International Heating & Ventilating Exposition opens, New York , 1938. 





Tz 


{ Minnesota Telephone Association starts meeting, Minneapolis, Minn., 1938. 








9 New England Gas Association will hold annual business conference, Boston, Mass., 



































26|W | ‘February 24, 25, 1938. 
Ts { American Gas Aseeeion, National Industrial Gas Sales Conference will be held, Pitts- 
27 burgh, Pa., March 7, 8, 1938. 
28 F { North Carolina Society of Engineers starts session, Raleigh, N. C., 1938. 
Sa { American Society for Testing Materials will hold meeting, Rochester, N. Y., March 
29 7-12, 1938. 
30 S ¥ American Water Works Association, New York Section, will hold meeting, Jamestown, 
N. Y., March 17, 18, 1938. 
31 M { Canadian Electric Association opens winter conference, Montreal, Que., 1938. ss 
y T# T Engineering Institute of Canada ends 2-day annual meeting, London, Ont., 1938. 
2 W 1 Cifeheme Utilities Association will hold meeting, Oklahoma City, Okla., March 21, 22, 
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The New England Flood 
And Power Compact Stymie 


Legal obstacles created by the Flood Control Act of 

1936 which, in the opinion of the author, bar Federal 

ratification of the Connecticut and Merrimack river 
flood control agreements. 


By OSWALD RYAN 
GENERAL COUNSEL, FEDERAL POWER COMMISSION 


N the storm of controversy which 
| has gathered about the Connecti- 
cut and Merrimack river flood con- 
rol compacts since those interstate 
Pgreements were presented to Congress 
last summer for ratification,’ little at- 
ention has been given to the legal basis 
of the objections which were presented 
0 the compacts by the Federal Power 
ommission, whose report to the con- 
pressional committees has been credited 
by some as constituting the chief 
factor in the controversy.® 
A dispassionate analysis, however, 
of the legal basis of the commission’s 


position would have served to clear the 
issues in the controversy and might 
thus have advanced the fulfilment of a 
much needed flood control program in 
the New England states; for the 
soundness of the commission’s position 
can be properly evaluated only when 
examined in the light of the legal ques- 
tions which the compacts have raised. 
The purpose of this article is to discuss, 
not the questions of policy, but the 
questions of law which must inevitably 
be faced in considering not only the 
Connecticut and Merrimack compacts, 
but all other flood control compacts 
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which may hereafter be proposed in 
connection with the program of flood 
control authorized by the Flood Con- 
trol Act of 1936.8 

The Flood Control Act of 1936 pro- 
vides for a comprehensive national pro- 
gram of flood control projects on cer- 
tain navigable waters of the United 
States and their tributaries to be 
undertaken by the Federal government 
in cooperation with states, their politi- 
cal subdivisions and other responsible 
local agencies. The states and other 
non-Federal public agencies are re- 
quired to participate in this program 
by contributing a portion of the initial 
cost of the projects and, under certain 
circumstances, by agreeing to maintain 
and operate them when completed in 
accordance with regulations prescribed 
by the Secretary of War.‘ 

Where the non-Federal contribution 
toward the cost of a project is to be 
made by more than one state, it is con- 
templated by the act that the states con- 
cerned will enter into a compact in 
which they will agree among them- 
selves as to their respective shares of 
the contribution required. In §4 of the 
Flood Control Act of 1936, Congress 
has given advance consent to such com- 
pacts. That section, however, limits 
the compacts for which no further con- 
sent or ratification of Congress must be 
obtained to those under which all 
money to be expended and all work to 
be performed shall be expended and 
performed by the Department of War. 


HE Connecticut and Merrimack 
valley flood control compacts 
were intended by the signatory states as 
a compliance by those states with the 
local contribution requirement of the 
Flood Control Act of 1936. Had those 


JAN. 20, 1938 


compacts been drawn in conformity ty 
the provisions of §4 of that act, 
would have been unnecessary for the 
states to submit the compacts to Coy. 
gress for ratification. It was only be. 
cause the compacts were admi 
different from the kind of compacts ty 
which advance consent of Congres 
had been given, that it was necessary 
for them to receive subsequent ratif. 
cation. 

Regardless of the reasons why the 
compacts failed to receive such consent, 
the fact remains that the states under 
the 1936 Act may still enter into com- 
pacts for which no specific consent of 
Congress is needed. It would seem, 
therefore, that commencement of the 
projects authorized by the Flood Con- 
trol Act of 1936 for the Merrimac 
and Connecticut river basins need not 
be further delayed unless the signatory 
states insist that Congress take action 
on these compacts in the exact form in 
which they have heretofore been sub- 
mitted. 

The compacts were objected to by 
representatives of the Federal gover- 
ment on the grounds that they con- 
tained provisions which not only were 
in direct conflict with the Flood Cor- 
trol Act of 1936, but also were incon 
sistent with Federal statutes and policy 
relating to the development of the 
water-power resources of streams sub- 
ject to Federal jurisdiction.’ In order 
to understand the bases of these objec- 
tions, it is essential to analyze the Flood 
Control Act of 1936 and to examint 
the provisions of the Connécticut and 
Merrimack valley compacts in the light 
of the requirements of that act, and 
further, to consider these provisions in 
relation to Federal statutes and policy 
relating to water-power development. 
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The Flood Control Act of 1936 

Bee Flood Control Act of 1936 

established for the first time in 
the history of the United States a policy 
of flood control construction by the 
Federal government on a comprehen- 
sive scale throughout the United States 
in cooperation with states, political sub- 
divisions, and other local agencies. It 
authorizes the construction of some 
270 flood control projects with an 
estimated construction cost of $300,- 
000,000, and for which the necessary 
lands, easements, and rights of way are 
estimated to cost $100,000,000. The 
authorized projects are located in 31 
states, but by reason of the nature of 
the projects, practically every state 
will be directly benefited by their con- 
struction. 

The act is unlike any previous flood 
control act of Congress in two impor- 
tant respects : first, the projects author- 
ized are not restricted to a single river 
and its tributaries but are distributed 
throughout the country on various 
river systems ; and second, the projects 
authorized are not limited to levees, 
channel improvements, and dikes, but 
include dams and reservoirs located on 
navigable rivers and their nonnavigable 
headwaters. 

The necessity of state compacts re- 
lating to the projects authorized by the 


e 


Flood Control Act of 1936 arises, as 
previously stated, from the requirement 
of that act that states, political subdivi- 
sions, and local agencies shall pay a 
portion of the cost of the projects and, 
except under specified circumstances, 
shall agree to maintain and operate the 
projects when completed. The require- 
ment is found in §3 of the act which 
reads in part as follows: 


Sec. 3. That hereafter no money appro- 
priated under authority of this act shall be 
expended on the construction of any project 
until states, political subdivisions thereof, 
or other responsible local agencies have 
given assurances satisfactory to the Secre- 
tary of War that they will (a) provide 
without cost to the United States all lands, 
easements, and rights of way necessary for 
the construction of the project, except as 
otherwise provided herein; (b) hold and 
save the United States free from damages 
due to the construction works; (c) maintain 
and operate all the works after completion 
in accordance with regulations prescribed 


by the Secretary of War... 

ss provision above quoted raises 

two vitally important questions 
the answers to which have direct bear- 
ing upon the underlying basis of the 
present controversy between the signa- 
tory New England States and the 
Federal officials and agencies who have 
opposed ratification of the compacts in 
their present form. The first of these 
questions is whether the assurances 
which are required by the statute to be 
given to the Secretary of War (that is 
the non-Federal contributions to the 


“THE Connecticut and Merrimack valley flood control com- 
pacts were intended by the signatory states as a compliance 
by those states with the local contribution requirement of 
the Flood Control Act of 1936. Had those compacts been 
drawn in conformity to the provisions of §4 of that act, IT 
WOULD HAVE BEEN UNNECESSARY FOR THE STATES TO SUB- 
MIT THE COMPACTS TO CONGRESS FOR RATIFICATION.” 
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projects) must be given by the states, 
political subdivisions, or localities in 
which the projects are to be located, or 
by the states, political subdivisions, or 
communities which will be directly 
benefited by the construction and 
operation of the projects. The second 
question is whether or not the lands, 
easements, and rights of way required 
for the projects are to be owned by the 
Federal government. 

The first of these two questions is 
of great significance in the present con- 
troversy. It deserves special considera- 
tion at this time because of the fact that 
the proponents of the compacts have 
assumed the answer apparently with- 
out careful analysis of the express 
language of the Flood Control Act. It 
was stated at the hearings before the 
Flood Control Committee of the House 
of Representatives on the joint resolu- 
tions giving congressional consent to 
the compacts that the justification for 
the retention of title to the projects by 
the states was the requirement of the 
act that non-Federal contributions be 
made by the states in which the proj- 
ects are located.* Upon analysis of the 
act, however, it is clear that the non- 
Federal contributions are not required 
to be made by the states in which the 
projects are located but by the states, 
their political subdivisions or areas 
which are benefited by the construction 
and operation of the projects for flood 
control purposes. 


ig is clear from the language of the 
provisos in §3 that the Flood Con- 
trol Act of 1936 does not contemplate 
that the local contributions shall be 
made by the state or political subdivi- 
sion in which the project is located, 
unless the direct benefit of such proj- 
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ect as a flood control project accrues 
to the lands and property therein 
located. The only reasonable construc- 
tion of which §3 of the act is suscep- 
tible points to the requirement that the 
non-Federal contributions shall come 
from the localities directly benefited re- 
gardless of the location of the project. 
In other words, if the direct benefits of 
a flood control dam and reservoir to 
be located in New Hampshire will ac- 
crue to lands and property located in 
Massachusetts, the non-Federal contri- 
bution to the cost of the project is to 
be made by the state of Massachusetts, 
its political subdivisions or responsible 
local agencies. For what other purpose 
would the following proviso have been 
included in §3: 

And provided further, that the Secretary 
of War shall determine the proportion of 
the present estimated cost of said 
easements, and rights of way that each 
state, political subdivision thereof, or re- 
sponsible local agency, should contribute 
in consideration for the benefits to be re- 


ceived by such agencies. (Emphasis sup- 
plied.) 


i is conceivable that under the act a 
dam and reservoir might be con- 
structed in a particular state without 


that state contributing one cent 
towards the construction of the project 
or toward the acquisition of the neces- 
sary lands, easements, and rights of 
way therefor. Furthermore, the act 
expressly provides that wherever 75 
per cent of the benefits of any project 
or useful part thereof accrue to lands 
and property outside of the state in 
which the project or part thereof is 
located, there shall be no obligation on 
the part of any non-Federal agency to 
maintain and operate the project after 
its completion. In such a case the Fed- 
eral government pays not only the en- 
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Federal Ownership of Projects 


sis HF Sage the Flood Control Act of 1936, no provision is made 
for the conveyance by the Secretary of War of lands, ease- 
ments, and rights of way acquired with the money contributed by 
benefited localities either to such localities, or to the state, or political 
subdivision in which the project is located. Thus, tt would seem 
that under the act the Secretary of War purchases the lands, ease- 
ments, and rights of way for the United States, and when he 
constructs a project on such lands, the completed project shall be 
owned by the Federal government.” 





tire construction cost, but also the 
maintenance and operation costs of the 
project after its completion. 

These provisions of the act, there- 
fore, would seem to preclude any con- 
struction which would require that the 
non-Federal contribution should be 
made by others than the localities bene- 
fited. A state or locality in which a 
dam and reservoir project is located 
must make local contributions under 
the act only in those rare cases where 
such state or locality would also be the 
direct beneficiary of the project when 
operated for flood control purposes. 
That such a coincidence would exist in 
but a few cases is obvious from the very 
nature of flood control projects con- 
sisting of dams and reservoirs which 
are intended primarily to benefit lands 
and property located many miles down- 
stream from the site of the project. 


‘ | ‘HE second question whether title 


to the lands, easements, and 
rights of way, necessary for a project 
constructed under the Flood Control 
Act of 1936 is to be in the Federal 
government or in the state, political 
subdivision, or local agency in which 
the project is located, would seem to be 
decisively answered by the provisions 
of the act just considered relating to 
the responsibility for local contribu- 
tions. In addition, it is significant that, 
under the act, whenever the benefits of 
any project or useful part thereof ac- 
crue to lands and property outside of 
the state in which the same are located, 
the Secretary of War, with the consent 
of the state in which the same are 
located, may acquire the necessary 
lands, easements, and rights of way for 
such project or part thereof, after he 
has received from the states, political 
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subdivisions, or local agencies benefited, 
the estimated cost of such lands, ease- 
ments, and rights of way. This provi- 
sion would seem to establish conclu- 
sively that title to such lands, ease- 
ments, and rights of way are. to be ac- 
quired and held in the name of the 
United States. 

A previous flood control statute 
authorizing the Secretary of War to ac- 
quire lands in connection with a proj- 
ect, where it was not intended that title 
should remain in the United States, 
provided that upon obtaining such title, 
the Secretary of War should convey 
it to the states or the political subdivi- 
sion in which the project was located.” 
Under the Flood Control Act of 1936, 
no provision is made for the convey- 
ance by the Secretary of War of lands, 
easements, and rights of way acquired 
with the money contributed by bene- 
fited localities either to such localities, 
or to the state, or political subdivision 
in which the project is located. Thus, 
it would seem that under the act the 
Secretary of War purchases the lands, 
easements, and rights of way for the 
United States, and when he constructs 
a project on such lands, the completed 
project shall be owned by the Federal 
government. 


| teesiegee support for this construc- 
tion of the act is found in the pro- 
vision which relieves the benefited 
localities of the obligation of maintain- 
ing and operating a project if 75 per 
cent or more of the benefits of the proj- 
ect accrue to lands and property out- 
side the state in which the project is 
located.* In such a case the Federal 
government must operate and maintain 
the project, and it would be doing vio- 
lence to the plain intent and purposes of 
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the act if a project which benefits lands 
and property located outside of the 
state in which it is located would be 
constructed and operated by the Fed- 
eral government but owned by such 
state or political subdivision which de- 
rives no benefit from it and contributes 
nothing toward its cost of construction, 
maintenance, or operation. It seems, 
therefore, that the only proper con- 
struction of the Flood Control Act of 
1936 is that the non-Federal contribu- 
tions required by that act are to be 
made by the localities benefited by the 
project in consideration of such bene- 
fits, and that such contributions are to 
be made toward the cost of projects, 
which, when completed, will be owned 
by the Federal government. 

Such an interpretation of the act ap- 
pears to be the only one compatible 
with §4, which gives the advance con- 
sent of the Congress to compacts be- 
tween states. That section restricts the 
purpose of such compacts to “provid- 
ing in such manner and such propor- 
tion as may be agreed upon by such 
states and approved by the Secretary of 
War, funds for construction and main- 
tenance, for payment of damages, and 
for the purchase of rights of way, 
lands, and easements” in connection 
with a project constructed under the 
act. 


.’ is significant that the advance con- 
sent of Congress (without the 
necessity of subsequent ratification) is 
given to such a compact only, if it will 
provide 
that all money to be expended pursuant 
thereto and all work to be performed there- 
under shall be expended and performed by 
the Department of War, with the excep- 


tion of such reasonable sums as may be re- 
served by the states entering into the com- 
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pact or agreement for the purpose of col- 
lecting taxes and maintaining the necessary 
state organizations for carrying out the 
compact or agreément.9 (Emphasis sup- 


plied.) 

It is clear, therefore, that under any 
compact entered into by two or more 
states relating to a flood control project 
authorized by the Flood Control Act of 
1936, for which full and advance con- 
sent of Congress is given, the contribu- 
tion made by each party to the compact 
will be by payment of money to the 
United States for the acquisition of 
lands, easements, and rights of way. In 
the absence of any semblance of an 
authorization to the War Department 
to acquire such lands, easements, and 
rights of way for the purpose of con- 
veying them to any state or other non- 
Federal public agency, the inference 
would seem to be inescapable that title 
to such lands, easements, and rights of 
way is to be taken and held in the name 
of the United States. 

With the foregoing interpretation of 
the Flood Control Act of 1936 in mind, 
let us examine the provisions of the 
Merrimack and Connecticut valley 
flood control compacts to see if and to 
what extent they meet the requirements 
of that act. 


The Merrimack and Connecticut 
Valley Flood Control Compacts 


T 


HE Merrimack and Connecticut 
valley flood control compacts are 


e 


substantially identical in form, the 
former being an agreement between 
the states of Massachusetts and New 
Hampshire, the latter an agreement 
between the states of Massachusetts, 
New Hampshire, Connecticut, and 
Vermont. Each compact creates an 
interstate commission as the agency 
through which the signatory states may 
cooperate in accomplishing the object 
of flood control, in the one instance in 
the basin of the Merrimack river and 
its tributaries, and in the other in- 
stance in the basin of the Connecticut 
river and its tributaries.” 

The principal powers of each com- 
mission in connection with the flood 
control projects which would come 
under its jurisdiction are to acquire by 
lease and to hold lands, easements, and 
rights of way necessary for the con- 
struction of the projects and their use 
for flood control purposes; to hold, 
maintain, and operate the projects, in- 
cluding appurtenances, for the purpose 
of flood control; and to receive funds 
and moneys from the signatory states 
or other sources for the purpose 
of acquiring, operating, and maintain- 
ing such projects.“ The commissions 
are charged with the duty of giving the 
assurances to the Secretary of War re- 
quired by §3 of the Flood Control Act 
of 1936 with respect to projects au- 
thorized by that act for the Merrimack 
and Connecticut river basins.” 


“To the extent that the proposed compacts deal in any way 
with the water-power potentialities of the projects to which 
they relate, they must be counted outside the scope of the 
Flood Control Act of 1936. In their power provisions, there- 
fore, the compacts bring to the fore far-reaching questions 


of national power policy.” 
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K+ compact establishes as an in- 

itial flood control plan for the 
basin of the river to which it relates a 
system of reservoir projects. The 
Merrimack compact authorizes two 
reservoirs, one at Franklin, New 
Hampshire, on the Pemigewasset river, 
and the other at Swets Mills, New 
Hampshire, on the Black Water river. 
The compact provides that the dam for 
the latter reservoir is to be constructed 
in such manner as to provide for flood 
control and, at the option of the state 
of New Hampshire, to be so designed 
and constructed as to provide for added 
storage for water conservation or 
power development.” 

The Connecticut compact designates 
11 reservoirs as the initial flood control 
plan for the Connecticut river basin, 
from which 8 projects are to be se- 
lected, 3 of 4 designated in Vermont, 3 
in New Hampshire, and 2 of 4 desig- 
nated in Massachusetts. Of the 11 proj- 
ects included in this compact 6 are 
described as including dams which, at 
the option of the states in which they 
are located, may be designed and con- 
structed so as to provide, in addition to 
flood control, added storage for con- 
servation or power development. Of 
these 6, 1 is located in Vermont, 2 in 
New Hampshire, and 3 in Massachu- 
setts. Both compacts contain a provi- 
sion to the effect that any signatory 
state may notify the United States 
before work is commenced on any proj- 
ect intended only for flood control 
purposes so that the design and con- 
struction of the dam at such site may 
be developed in such manner as to pro- 
vide for further development as a 
storage reservoir for the conservation 
of water, enhancement of stream flow, 
or power development. 

JAN. 20, 1938 


| 8 Beers the compacts, the states in 
which the projects are located 
agree that, at the request of the inter. 
state commission, they will acquire by 
purchase or by the exercise of the right 
of eminent domain, as the commission 
may direct, all lands, easements, and 
rights of way necessary for the proj- 
ects.4* The compacts expressly provide 
that title to such lands, easements, 
rights of way shall be taken in the name 
of the state in which the same are 
located, the cost thereof to be borne by 
the commission and paid for with 
funds contributed by the signatory 
states in the proportion fixed in the 
compact.*® 

After the lands, easements, and 
rights of way necessary for the project 
have been acquired by the state in which 
the project is located, they are to be 
leased by such state to the compact 
agency for a term of 999 years.” 

The cost of their acquisition and the 
cost of operation and maintenance of 
the reservoir projects (which includes 
the payment to towns of sums in lieu of 
taxes and such sums as may be neces- 
sary to save the United States free and 
harmless on account of the construc- 
tion works) are allocated among the 
signatory states. Under the Merrimack 
compact Massachusetts and New 
Hampshire each agrees to contribute 
50 per cent of such cost.%* Under the 
Connecticut compact the respective 
proportions to be contributed for such 
purpose by the signatory states are: 
Massachusetts—50 per cent ; Connecti- 
cut—40 per cent; New Hampshire—5 
per cent, and Vermont—S per cent.” 


. | ‘HE compacts further provide that 
nothing contained therein shall be 
deemed to prevent any signatory state 
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State and Federal Conflict 


meade Sh essential conflict between the Merrimack and Connecti- 

cut valley flood control compacts and the Flood Control Act 

of 1936 lies in the fact the compacts do not provide either for the 

conveyance of project lands, easements, and rights of way to the 

United States or for the payment of the estimated cost of such lands, 

easements, and rights of way to the Secretary of War in order that 
he may acquire the same in the name of the United States.” 





“at its option, at any time hereafter, by 
itself or through such agency as it may 
designate, from developing any such 
reservoir or reservoirs for water con- 
servation, power storage, or power de- 
velopment, in order that it may avail 
itself of the full beneficial use and en- 
joyment of the rights herein re- 
served.” ®° The compacts also contain 
the following significant provision : 
The terms and conditions under which any 
such signatory state shall make available the 
rights of water conservation, power storage 
or power development herein reserved shall 
be determined by separate agreement or 
arrangement between such state and the 
United States; and the type and general 
plans for the construction of such of the 
reservoirs as are herein contemplated to 
provide for such further development shall 
be approved by some agency of such state 
for that purpose duly authorized before any 


construction thereon is begun or prose- 
cuted.2! (Emphasis supplied.) 


Conflict with Flood Control Act 
of 1936 


TS essential conflict between the 
Merrimack and Connecticut valley 
flood control compacts and the Flood 
Control Act of 1936 lies in the fact the 


compacts do not provide either for the 
conveyance of project lands, ease- 
ments, and rights of way to the United 
States or for the payment of the esti- 
mated cost of such lands, easements, 
and rights of way to the Secretary of 
War in order that he may acquire the 
same in the name of the United States. 
The compacts apparently were drawn 
on the theory that the projects con- 
structed under the Flood Control Act 
of 1936 are not intended by the act to 
be Federal projects, but are intended to 
be state or local projects the construc- 
tion cost of which is to be paid by the 
United States. 

It is important to bear in mind that 
the Flood Control Act of 1936 was the 
first congressional act to provide for a 
comprehensive program of flood con- 
trol by the construction of dams and 
reservoirs on navigable rivers and their 
tributaries. The policy of Congress, as 
expressed in this act, with respect to 
the ownership of the projects author- 
ized, cannot be said to be the same as 
that embodied in previous statutes re- 
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lating to flood control. Previous Fed- 
eral flood control statutes authorizing 
the construction of levee projects, 
where benefited localities have been re- 
quired to provide the necessary lands, 
easements, and rights of way, author- 
ized construction by the Federal gov- 
ernment of projects to be owned by 
local agencies.” The reason for this 
policy is clear. 


I“ the case of a flood control project 
consisting of levees, the lands and 
properties benefited by the project are 
those immediately adjacent thereto, 
and the only value of the project arises 
from its ability to protect those lands 
and properties from floods. In the case 
of a project consisting of a dam and 
reservoir, the flood control benefits do 
not accrue to the lands and property 
immediately adjacent to the project; 
they accrue to lands and property lo- 
cated down stream and in some in- 
stances, in a state or states otler than 
the one in which the project is located. 

Again, a project consisting of a dam 
and reservoir is capable of being uti- 
lized, not only for flood control, but for 
the development of water power. The 
1936 Act provides that penstocks and 
other similar facilities, adapted to pos- 
sible future use in the development of 
adequate electric power may be in- 
stalled in any dam authorized by that 
act, when approved by the Secretary of 
War upon the recommendation of the 
Chief of Engineers.** Thus, while not 
authorizing the construction of proj- 
ects immediately capable of generating 
power, the 1936 Act contemplates the 
construction of dams in such a manner 
as to permit, where possible, their use 
at a subsequent time for the develop- 
ment of power. 
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These important differences between 
the type of flood control projects au. 
thorized by the 1936 Act and those 
authorized by previous acts, explain 
the difference of policy with respect to 
the ownership of the projects con- 
structed. There can be no question but 
that Congress in the Flood Control Act 
of 1936 did not authorize the construc- 
tion of dams and reservoirs by the 
United States on land owned by the 
states and localities benefited by the 
project, and there is no basis for con- 
struing that act as providing that the 
ownership of the projects shall be in 
the state or political subdivision in 
which they are located. It follows, 
therefore, that the proposed Merri- 
mack and Connecticut valley flood con- 
trol compacts, in so far as they provide 
that title to the lands, easements, and 
rights of way necessary for the proj- 
ects to which they relate, shall be re- 
tained by the states in which such lands, 
easements, and rights of way are lo- 
cated, are in conflict with the Flood 
Control Act of 1936. 


Conflict with Federal Statutory Power 
Policy 


N” only do the proposed compacts 
conflict with the Flood Control 
Act of 1936 as regards the title to 
project lands, but they go beyond the 
contemplation of that act in so far as 
they deal with power development in- 
herent in the reservoir sites. There is 
nothing in the Flood Control Act of 
1936 which authorizes or contemplates 
compacts between states relating to the 
development of water power inherent 
in the projects authorized by that act. 
It has been the policy of the Federal 
government, since the adoption of the 
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Federal Water Power Act in 1920 ** to 
legislate directly on the subject of the 
conservation, development, and utiliza- 
tion of the water-power resources of 
streams subject to Federal jurisdiction. 
It has not been the general policy of the 
Federal government to permit water- 
power development of such streams to 
be the subject matter of compacts be- 
tween the states or agreements between 
the states and the United States. To 
the extent that the proposed compacts 
deal in any way with the water-power 
potentialities of the projects to which 
they relate, they must be counted out- 
side the scope of the Flood Control Act 
of 1936. In their power provisions, 
therefore, the compacts bring to the 
fore far-reaching questions of national 
power policy. 


6 Gas policy of the Federal govern- 


ment with respect to the conserva- 
tion, development, and utilization of 
the water-power resources of navigable 
rivers and their tributaries is embodied 
in the Federal Power Act.** This act 
asserts Federal jurisdiction over this 
entire subject matter and designates 
the Federal Power Commission as the 
agency of Congress for licensing proj- 
ects for developing water-power in- 


herent in streams subject to Federal 
jurisdiction or for utilizing surplus 
water power from any government 
dam. A government dam is defined in 
the Federal Power Act as “a dam or 
other work constructed or owned by 
the United States for government pur- 
poses with or without contribution 
from others.”** (Emphasis supplied. ) 
Under this definition, the dams con- 
structed pursuant to the Flood Control 
Act of 1936 would unquestionably be 
government dams within the meaning 
of the Federal Power Act. 

Priority in the development of 
water power inherent in a government 
dam is reserved in the Federal Power 
Act to the United States. When an 
application for a license is filed with 
the Federal Power Commission for 
authority to utilize the surplus 
power of a government dam, such 
application may not be granted, if the 
commission finds that the dam may be 
advantageously used by the United 
States for power development, until 
two years after the commission shall 
have reported to Congress the facts and 
conditions relating to such dam and 
power development.*” Except for this 
priority, which under the specified 
circumstances is reserved to the United 
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license for power development on any navigable river or its 


q “ _. . the responsibility for determining whether or not a 


tributary should or should not be issued either to a state or 
to a private agency is vested in the Federal Power Commis- 
sion. Any compact between two or more states relating to 
water-power development which would deprive the United 
States of its priority in the development of power at a gov- 
ernment dam or which would divest the Federal Power Com- 
mission of its licensing power necessarily would conflict 
with existing Federal statutes and policy relating to water- 


power development.” 


77 JAN. 20, 1938 





PUBLIC UTILITIES FORTNIGHTLY 


States, a preference in the issuance of 
all licenses under the Federal Power 
Act must be given to the states and 
municipalities.** 


Hore: the responsibility for 
determining whether. or not a 
license for power development on any 
navigable river or its tributary* should 
or should not be issued either to a state 
or to a private agency is vested in the 
Federal Power Commission. Any com- 
pact between two or more. states re- 
lating to water-power development 
which would deprive the United States 
of its priority in the development of 
power at a government dam or which 
would divest the Federal Power Com- 
mission of its licensing power neces- 
sarily would conflict with existing Fed- 
eral statutes and water-power policy. 
It has already been pointed out that 
the proposed Merrimack and Connecti- 
cut flood control compacts reserved to 
the states in which the projects are 
located all benefit or advantage of 
power development inherent in the 
sites of the reservoirs to which the 
compacts relate.*® The compacts ex- 
pressly provide that the states at their 
option may at any time, by themselves 
or through such agencies as they may 
designate, develop any such reservoir 
for power purposes, so long as the 
states pay or provide for the payment 
of all cost or expenses necessary for 
such development. If this provision in 
the compacts means that the states in 
which the projects are located shall 
have the first claim to power develop- 
ment, the provision is in direct conflict 


*The Power Act limits the commission’s 
jurisdiction over projects on nonnavigable 
tributaries to projects that are found to affect 
the interests of interstate or foreign com- 
merce. (See §§4(e) and 23 of the act.) 
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with the Federal Power Act which 
gives priority in Federal development 


HE compacts also provide that the 

terms and conditions under which 
any signatory state may make available 
the right of power development in cop. 
nection with any of the dams to which 
the compacts relate shall be determined 
by separate agreement or arrangement 
between such state and the United 
States.*° If this provision means, as it 
obviously does, that the granting of a 
license to a public or private agency for 
the purpose of developing water power 
inherent in any of these reservoir sites 
is to be a matter of joint agreement by 
the states and the Federal government, 
the provision is in direct conflict with 
the Federal Power Act which provides 
that the responsibility for the granting 
of licenses for the development of 
power on any navigable river or (where 
Federal jurisdiction exists) its tribu- 
tary, whether or not in connection with 
a government dam, shall be vested in 
the Federal Power Commission. 

The inclusion of the power reserva- 
tions and provisions in the Connecticut 
and Merrimack river compacts has thus 
injected into the picture the question 
whether the national power policy shall 
be changed from the traditional policy 
of direct Federal legislation on the sub- 
ject to a policy of dealing with the sub- 
ject through the instrumentality of 
compacts between states and agree- 
ments between states and the United 
States. With that question the present 
article is not concerned. 


[' the states signatory to the present 
compacts should desire to accom- 
plish a plan whereby they may act joint- 
ly in furnishing their share of the cost 
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of the flood control projects of the 
Merrimack and Connecticut river 
basins authorized by the Flood Control 
Act of 1936, such objective could be 
realized through the elimination from 
the present compacts of all reference 
to power development. The compacts 
would thus be confined solely to flood 
control. 

Without awaiting any further action 
by Congress, the signatory states could 
agree as to the respective proportions 


9 


of the non-Federal contributions re- 
quired by §3 of the Flood Control 
Act of 1936 which will be made byeach, 
and they could then proceed to make 
such contributions in accordance with 
the procedure outlined in §4 of that act. 
If such a course should be pursued, the 
Secretary of War may be given such 
assurances as will enable him to pro- 
ceed promptly with the construction of 
these projects, and no further action by 
Congress will be necessary. 


Footnotes 


1See H. J. Res. 430, 75th Cong., Ist Sess., 
introduced by Mrs. Rogers of Massachusetts 
(Merrimack Compact); H. J. Res. 435, 75th 
Cong., Ist Sess., introduced by Mr. Clason 
of Massachusetts (Connecticut Compact) ; 
H. J. Res. 436, 75th Cong., Ist Sess., intro- 
duced by Mr. Tobey of New Hampshire (Mer- 
rimack Compact) ; H. J. Res. 493, 75th Cong., 
Ist Sess., introduced by Mr. McCormick of 
Massachusetts (Connecticut Compact); and 
H. J. Res. 494, introduced by Mr. McCormick 
of Massachusetts (Merrimack Compact). In 
the Senate the following resolutions, giving 
consent to these compacts, were introduced: 
S. J. Res. 177, 75th Cong., Ist Sess., by Senator 
Walsh of Massachusetts (Connecticut Com- 
pact) ; and S. J. Res. 178, 75th Cong., Ist Sess., 
by Senator Walsh (Merrimack Compact). See 
also H. J. Res. 482, 75th Cong., Ist Sess., in- 
troduced by Mr. Casey of Massachusetts, and 
S. J. Res. 198, introduced by Senator Brown of 
New Hampshire. 

The report of the Federal Power Com- 
mission on the Merrimack River Valley Flood 
Control Compact (cited in these notes as the 
Merrimack Compact) and on the Connecticut 
River Valley Flood Control Compact (cited 
in these notes as the Connecticut Compact) 
is set forth in full in the report of the Senate 
Committee on S. J. Res. 177, 75th Cong., Ist 
Sess., S. Rep. No. 955; see also Hearings be- 
fore the Committee on Flood Control of the 
House of Representatives, 75th Cong., Ist 
Sess., on H. J. Res. 482, H. J. Res. 435, H. J. 
Res. 436, and H. J. Res. 430 (cited in these 
notes as Hearings), p. 24. 

$ Public No. 738, 74th Cong., as amended by 
Public No, 208 and Public No. 406, 75th Cong., 
Ist Sess. (cited in these notes as Flood Con- 
trol Act of 1936). 

* Flood Control Act of 1936, §3. 

5See testimony of Frank R. McNinch, 
Chairman, and William J. Dempsey, Assistant 


General Counsel, of the Federal Power Com- 
mission, Hearings, pp. 25, 59, 68, 161. 

6 Hearings, p. 98. 

745 Stat. 534, 536. This Flocd Control 
Statute provided: “. . . any land acquired 
under the provisions of this section shall be 
turned over without cost to the ownership of 
the states or local interests.” 

8“... And provided further, That when- 
ever not less than 75 per centum of the bene- 
fits as estimated by the Secretary of War of 
any project or useful part thereof accrue to 
lands and property outside of the state in 
which said project or part thereof is located, 
provision (c) of this section shall not appl 
— ...” (Flood Control Act of 1936, 

3.) 

® Flood Control Act of 1936, $4. 

10 The interstate commission in each case 
consists of three representatives of each of 
the states signatory to the compact, a ma- 
jority of the members from each state consti- 
tuting a quorum of the commission. How- 
ever, under the compacts, no action of the 
commission would be binding upon an 
state unless at least two of the members o 
each state votes in favor of such action. The 
compacts provide that the interstate commis- 
sion shall be as a body corporate and politic 
with power to sue and be sued, to have a seal 
and to have such additional powers as may be 
agents and employees, to enter into contracts, 
and to have such additional powers as may be 
conferred upon it from time to time by action 
of the legislature of any signatory state con- 
curred in by the legislatures of the other sig- 
natory states. (Merrimack Compact, Art. III; 
Connecticut Compact, Art. ITI. ; 

11 Merrimack pect, Art. III; Connecti- 
cut Compact, Art. Il. 

12 However, the compacts expressly pro- 
hibit the commissions from pledging the credit 
of any of the signatory states and from con- 
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veying or in any way alienating the lands, 
easements, and rights of way leased to it or 
any interest therein, except by and with the 
consent of the signatory states. (Merrimack 
— Art. IIIT; Connecticut Compact, Art. 


18 Merrimack Compact, Art. IV (2). 

14 Connecticut Compact, Art. IV. 

15 Merrimack Compact, Art. V; Connecti- 
cut Compact, Art. V. : 

16 The cost of lands, easements, and rights 
of way is defined in the compacts to include 
every interest in land that may be necessary 
for the project, including camp sites, borrow 
pits or banks, rock ledges, gravel deposits; 
the reconstruction, relocation, or elevation of 
public highways, including bridges or other 
structures; the reconstruction or relocation of 
public service utilities, including railroads and 
the alteration of bridges therefor, whether 
publicly or privately owned; the reconstruc- 
tion or relocation of telegraph, telephone, or 
electric light or power distribution, and trans- 
mission lines, pipe lines, aqueducts, water or 
gas mains, and any other damages or costs 
incurred in procuring and providing the sites 
necessary for the construction of the reser- 
voirs. (Merrimack Compact, Art. VIII; Con- 
necticut Compact, Art. VII.) 

17 Merrimack Compact, Art. VII; Connecti- 
cut Compact, Art. VI. The interstate com- 
mission undertakes to save the states in which 
the reservoirs are located free and harmless 
from all cost, damage, or expense in connec- 
tion with the control, operation, and main- 
tenance of the reservoirs under its jurisdiction. 
The lands, easements, and rights of way on 
which a project is located are exempt from 
all taxation, but the commission is required 
each year to pay each town in which such 
lands, easements, and rights of way are lo- 
cated a sum equal to the taxes which would 
have been assessed against the lands, ease- 
ments, and rights of way in such town if the 


same had been included in the list of taxabj: 
property for such year at the assessed valu. 
tion of the same as determined for the tax 
year 1936. 

18 Merrimack Compact, Art. XII. 

19 Connecticut Compact, Art. XI. 

20 Merrimack Com Art. IX; Connecti- 
cut Compact, Art. VIII. The compacts make 
it clear that the interstate commissions under 
the compacts have jurisdiction over the proj- 
ects only in so far as they may be used or 
useful for flood control purposes. The states 
in which the projects are located reserve to 
themselves all benefit or advantage of water 
conservation, power storage, or power devel- 
opment that may be inherent in the reservoir 
sites. In the event a state avails itself of this 
provision, it is required that it shall pay or 
provide for the payment of all costs or ex- 
penses necessary for such further develop. 
ment, including adaptation of an isti 
dam and works to such pornos, in accord- 
ance with plans approved by the Secretary of 
War, and at all times fully preserve the proj- 
ect for the primary purpose of flood control, 

21Merrimack Compact, Art. IX; Connecti- 
cut Compact, Art. VIII. 

82 Eg. 39 Stat. 948, 45 Stat. 534. 

28 Flood Control Act, of 1936, §5. 

2441 Stat. 1063. 

25 The Federal Water Power Act of 1920 
was amended in 1921 by 41 Stat. 1353, and in 
1930 by 46 Stat. 797. In 1935, by Title II of 
the Public Utility Act of 1935, the original 
Federal Water Power Act was made Part | 
of the Federal Power Act and Parts II and 
III were added, 49 Stat. 838. The Federal 
Water Power Act of 1920, as amended, will 
be cited in these notes as Federal Power Act. 

26 Federal Power Act, §3(10). 

27 Td. §4(e), §7(b). 

. §7(a). 

29 Supra n. 20. 

80 Supra n. 21. 





Evolution and Devolution of the Utility 
Holding Company 


on ¥, Vi 


different programs of construction and operation, in order that the hold- 


ing company might give an over-all service that would be available f 
each subsidiary. The trouble began when this was turned into a racket. 


HEN holding companies first came into existence they were 
organized to take over several subsidiaries in which there were 


or 


A small investment in a holding company got the control of values hun- 
dreds of times as great. The pyramiding was carried on until the struc- 


ture fell of its own weight at the b 


inning of the depression. It is 


e 
evident that in addition to the loss to the public, amounting to millions 


on millions of dollars, t 


here was in many cases a real loss to the sub- 


sidiary which was milked for the profits of the holding company.” 


—James D. Ross, 


Member, Securities and Exchange Commission. 
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BE iS 24% 
Let’s Assume It’s the Dawn 


The opportunity for codperative negotiation of peace of the power 

industry with the Federal administration, in the opinion of the author, 

is here; but the future welfare of the utilities as private enterprises 

depends solely upon the ability of the men who direct them to convince 

the people that their leadership is sound, sincere, and in the public 
interest ; and to do that they must be known. 


By RALPH B, COONEY 


HE observer who tries to analyze 
Tee significance of events while 

those events are taking place 
must run the risk of being made ridicu- 
lous within even the brief period that 
it takes a newspaper to go to press. 
The observer who, on the other hand, 
delays comment in anticipation of that 
moment when all the conflicting possi- 
bilities will have been resolved, must 
face the hazard of walking out onto 
the stage, perfectly secure in his facts, 
only to discover that his audience has 
gone home. 

Of the two gambles, I prefer the 
first. 

Never, since the utilities were first 
made the object of attack by the pres- 
ent national administration, have they 
gone through a dizzier period than that 
which is now transpiring. To step into 
this whirlwind with an arbitrary no- 
tion as to what any participant should 
or should not do is to invite a well- 
deserved crack on the skull from a 
storm-tossed beam. 

Yet the opportunity presented the 
utilities’ leadership to gain new 


strength and new respect appears so 
dramatically great that one who has 
already offered his full share of un- 
sought advice can’t resist the urge to 
do a little more coaching from the door 
of the storm cellar; even at the risk of 
having his opinions rendered untena- 
ble by the next shift in the wind. 

These are times when the key men 
of the utility industry may have to 
move very quickly. But they are also 
times which call for actions based upon 
a long-range view of the years ahead. 

For many discouraging months 
these men faced the prospect of an 
ever - increasing attack by the forces 
of government. Now a gap in the en- 
circling barrage suddenly appears. So 
suddenly that its effectiveness as an 
avenue of escape is not wholly clear! 
To some it appears as a way out. To 
others it seems a mere hallucination. 
To a few it looks like the baiting of a 
trap. 


HIS confusion is easy to under- 
stand. While the President has 
stated that terms exist under which 
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the utilities can operate without fear 
of excessive governmental whip-crack- 
ing and while he has shown a willing- 
ness to explore the situation with 
representative utility leaders, certain 
important questions remain unan- 
swered. Too many conflicting things 
are continuing to occur to give anyone 
the feeling that our national adminis- 
tration has decided to forget all about 
power as a public issue. 

Yet, despite the doubts which every 
thinking person will share, a break has 
come. If our utility leaders have 
learned anything from their years in 
the dog-house, they will make the most 
of it. 

They will find a formula whereby 
peace can be concluded with the ad- 
ministration. They will throw their 
great corporate resources behind a con- 
struction program. They will give the 
President the full benefit of the doubt 
on all questions of motivation and in- 
tent. They will join hands with gov- 
ernment and all other forms of busi- 
ness to fight the battle against a new 
depression. They will see that here, at 
last, is their opportunity to prove to 
the people of the nation that they, as 
utility executives, can think and work 
and lead in the public interest. 

To offer advice so strongly, es- 
pecially after having admitted the 
dangers of arbitrary opinions in these 
topsy-turvy times, may smack of some- 
thing more than presumptuousness. 
It is based neither on a fancied under- 
standing of the way things must go 
nor any childish sense of superiority 
towards the men who are today trying 
to solve the utilities’ problems. But 
it is based on an advertising man’s ex- 
perience in digging out and identifying 
those vague notions, fears, and preju- 
JAN. 20, 1938 


dices which constitute the something 
called public opinion. 


HE immediate point at issue dur- 

ing the past four years has been 

the extent to which a national political 

leadership could dominate a great 

system of privately financed, privately 

built, and privately operated enterprises 
engaged in a public service. 

But the big underlying question has 
been the extent to which the people as 
a whole—the great conglomeration of 
human beings who live and love and 
labor in the cities and towns and farms 
and fields — shared the attitude dis- 
played by the men they had placed in 
public office. 

Constructive leadership has been 
urged upon the men of the utilities at 
this juncture as the means of winning 
a sympathetic public following to 
their standard. To estimate the full 
significance of the opportunity which 
now presents itself, it may prove help- 
ful to go back a bit and attempt to 
piece together a picture of the attitude 
which has prevailed—and which, in 
large measure, continues to prevail in 
the mind of our old friend—Mr. John 
Q. Citizen. 

Drawing upon a great mass of con- 
versation with a great many indi- 
viduals, I think I can offer a pretty 
typical set of reactions. 

Now, it has, of course, been obvious 
that the public utilities were not insti- 
tutions cherished deeply in the bosom 
of the average man. Otherwise no 
political leadership would ever have 
dared to assume the position which has 
dominated the utility picture during 
the past four years. 

But it does not necessarily follow 
that the utilities are, therefore, objects 
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of the average man’s active and unre- 
mitting hatred. Very few power 


plants have been destroyed through 
mob violence and the number of meter 
readers suffering clouts on the head 
from enraged householders is com- 
paratively small. 


be his daily life the average citizen 
thinks of the utility company as 
something pretty much on a par with 
his landlord, his family, and his gov- 
ernment. It’s one of the things to 
which he’s tied—and is therefore an 
occasional source of irritation. But 
long periods go by during which he 
accepts the services provided by his 
utility companies without conscious- 
ness of their source. 

As for rates, this average citizen of 
ours takes them pretty much as they 
come. He grumbles about them from 
time to time, he occasionally kicks to 
the company—but his grousing gen- 
erally concerns fancied overcharges 
and not basic figures. Unless he has 
lived in a number of communities and 
has had some reason to be aware of es- 
pecially high rates in one place or amaz- 
ingly low ones in another, he is not 
given to analyzing the set-up that de- 
termines his light bill. 

And when it comes to the compli- 
cated procedure through which a public 
service commission weighs costs and 
expenditures and arrives at his hourly 


q 
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charge he’s up against a document in 
the original Sanskrit. He may occasion- 
ally note a news story covering hear- 
ings or decisions—particularly if it is 
spiced up with charges of corruption 
somewhere along the line—and he is 
given to shaking his head knowingly 
whenever “watered stock” is men- 
tioned. But he actually has no idea 
whatever of the intricate process 
whereby his bill comes down from 
$4.27 to $3.96. 

In short, based on his own life in his 
own community, the ordinary fellow 
—the factory hand, the truck driver, 
the clerk in the insurance office, the 
furniture salesman, yes, and the doc- 
tor, the sales manager, and the adver- 
tising copy writer—sort of takes the 


utilities for granted. 
N ow, such an attitude may be quite 
as desirable as any other as long 
as no one comes along to question the 
place of the utility companies in the 
general scheme of things. But—when 
some one does appear with a challenge 
the situation changes considerably. 
Particularly if that some one is an in- 
dividual seeking prestige and authority 
through the ballot box. 

He has one immediate objective— 
to get himself, personally, elected to 
office. He may be in the race solely from 
a desire to serve and lead his fellow 
citizens ; he may be the lowest breed of 


“In his daily life the average citizen thinks of the utility 
company as something pretty much on a par with his land- 
lord, his family, and his government. It’s one of the things 


to which he’s tied—and is therefore an occasional source of 
irritation. But long periods go by during which he accepts 
the services provided by his utility companies without con- 
sciousness of their source.” 
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job-seeker; he may be swayed by a 
mixture of motives not clear even to 
himself. But regardless of his inten- 
tions, the effect is about the same. He 
looks for things to attack. 

Why does he so often turn his fire 
on the utilities? 

In the answer to this question we 
find a reason for much of the difficulty 
in which the utilities have found them- 
selves during recent years. And it is the 
opportunity to do something about 
changing that answer which makes the 
present reopening of the utility ques- 
tion so important a moment for all con- 
cerned with their well-being. 

The actual answer is simple enough. 
The political candidate picks on the 
utilities because he knows that you 
can’t find a better bogey-man anywhere 
than the unknown. 

And to 80 per cent of the citizens of 
the United States, the utilities that 


serve them are dominated by complete- 
ly unknown men—vague “interests,” 
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“economic royalists,” “magnates” — 
located in far-off places or operating in 
anonymous seclusion in towering sky- 
scrapers. 


HEN, therefore, a human being 

comes before his fellow human 
beings and charges that they are being 
fleeced by these vague unknowns he 
finds an audience open to conviction. 
The average citizen nurses no active 
grudge against the average utility com- 
pany or against utility companies in 
general. But, and this is highly im- 
portant, he knows nothing very good 
about them. And, since he doesn’t even 
know the names of the men who control 
finances and policies, he is quite willing 
to believe that the man who claims to 
know the worst and who charges them 
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with greedy motives and tricky prac. 
tices knows what he is talking about, 
Otherwise, “he wouldn’t be up there, 
sayin’ things like that, would he?” 

Anonymity may have its virtues in 
business—but it is the worst possible 
attribute when faced with personal, 
human attack. For when those who 
have preferred anonymity suddenly 
find it necessary to pop onto the ros- 
trum with their side of the story, the 
people have nothing to go on in.judg- 
ing the sincerity of their position, 

These are the conditions which have 
enabled the forces of government to 
get so far in their campaign against 
the utility companies. And these are the 
conditions which make it so desirable 
for the utility leaders to enter whole- 
heartedly into the consummation of 
a truce. 


HE average citizen has little un- 

derstanding of the “prudent in- 
vestment” theory. Just as he has but a 
faint notion of the workings of any 
other rate-making process. But one 
thing does get across to him. 

He understands that the President 
has said that there exists a formula 
under which he can get a square deal 
from the utilities. He understands that 
this formula reverses the one under 
which the utilities have gained their 
“unholy control of the lifelines of our 
national existence.” He understands 
that it calls for concessions from the 
utilities. He feels, instinctively, that it 
must, therefore, give the utilities what 
they deserve and no more. 

And, he reasons, if the utilities are 
so anxious to prove their love for the 
public, let ’em play ball with the Presi- 
dent. 

The public has not as yet learned to 
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The Utilities Must Be Humanized 


as So biggest men in the biggest companies must move out of 
their quiet offices and show themselves to the crowd. They 
must drop all protective coloration. They must discard anonymity. 
They must know the problems which the people face. They must 
give their best thought to solving these problems. They must con- 
tribute willingly of their time and energy to the general good. They 
must exist as human beings with human voices and human souls, 
living and working in a human world.” 





look upon the utilities with complete 
loathing. It has not as yet been worked 
up to a conviction that the generation 
and distribution of electric power can, 
in the public interest, be trusted only 
to the instrumentalities of government. 

But many political forces have been 
actively trying to educate it along these 
lines. So aggressively that the only tac- 
tics available to the utility leaders have 
been those of the general in retreat. 

So long as men feel constantly on the 
defensive, failure to fight anything but 
rear guard actions may be condoned. 
But, whether justified or not, four 
years’ appearance before the world in 
defensive attitudes is not conducive to 
the building up of reputations as potent 
and confidence-inspiring leaders. All 
that can be hoped for is that the world 
will at least be decent enough to re- 
serve judgment. 


B” if the chance to show construc- 
tive leadership does arise — and 


the opportunity is not seized—all hope 
of creating confidence is lost, all ca- 
pacity for winning a following is de- 
stroyed ! 

That opportunity is here. A rapid 
succession of events has brilliantly 
flood-lighted the whole question of the 
place which our electric utilities are to 
occupy in the national economy. The 
public, although subjected for an ex- 
tensive period to the pressure exercised 
by the advocates of complete govern- 
ment control, is still open to conviction 
by either side. It’s the utility leaders’ 
move. 


# Gon suggestions offered here con- 
cern just one of the many con- 
siderations which must determine that 
move—the effect on the public. 

We have already endeavored to 
examine the public’s basic attitude to- 
wards the utilities. We have given 
thought to the processes which have 
turned apathy into antipathy. We have 
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considered the average man’s first re- 
action to the President’s truce pro- 
posals. We have noted the open- 
mindedness which continues to prevail 
among the people. 

In the light of these brief studies, it 
becomes increasingly apparent that the 
first step indicated for the utilities is 
that urged at the beginning of this dis- 
cussion —a prompt and codperative 
negotiation of peace with the adminis- 
tration. 


\ ) 7 1TH the people tending to believe 
that the President’s proposals are 


fair to them, it must be clear that any 
utility executive who reveals a stub- 
bornly antagonistic attitude will stand 
automatically condemned in the forum 
of public opinion. 

Regardless of what die-hards may 
think — regardless of the suspicion 
which may fill their minds—regardless 
of the danger which may truly exist 
that all this is indeed no more than a 
temporary armistice born of a poli- 
tician’s desire to avoid, at all costs, re- 
sponsibility for a new depression—the 
only public attitude possible is one of 
willing and interested codperation. 

We’ve got to assume it’s the dawn! 

However, the weak spot at this point 
does not lie so much in a possible dis- 
play of fiery antagonism by some hide- 
bound reactionary. It lies rather in the 
danger that a considerable body of util- 
ity leaders will make a listless gesture 
of acceptance, leaving the whole job 
of winning public respect for the utili- 
ties to rest on the shoulders of three or 
four outstanding personalities. 

It will be conceded that some men 
are better qualified than others to 
dominate situations. But it is well to 
remember that, in the present situation, 
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men must speak for their own compa. 
nies. Mr. Jones, of the Super-Current 
Corporation, may have that capacity 
for sound and brilliant utterance which 
will win 3-column headlines for his 
every utterance. Mr. Smith of East. 
West Utilities may be content to ride 
along in silence. But the folks who live 
in an East-West community aren't go- 
ing to become too excited because “that 
outstanding utility leader, the president 
of Super-Current” has committed his 
company to a progressive program of 
cooperation with the administration, 
They’ll be impressed when Mr. Smith 
speaks for the company that serves 
them. If all that he can say is “Me, 
too,” in a weak, small voice, they just 
can’t help being something less than 
enthusiastic about his intentions. 


2 t carry real weight with the public 
as a whole, we must have a wide- 
spread, intelligently phrased chorus 
rising full-throated from our entire 
group of utility leaders—speaking as 
men, standing ready to act as men, ac- 
cepting a great public responsibility as 
men. 

But all this is only the beginning. 

The real stake at issue is the future 
existence of the utilities as privately 
controlled enterprises. That is the con- 
sideration which must, above all else, 
guide our utility executives as they ex- 
plore the possibilities for an immediate 
and effective peace with the forces of 
government, 

There’s no real point to making con- 
cessions now unless they are ready to 
profit by the calm which peace will pro- 
duce. What price a few years undis- 
turbed business activity if the whole 
problem is going to rise to plague them 
a decade hence? 
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And we return once more to an old 
story. 

The future welfare of the utilities as 
private enterprises depends solely upon 
the ability of the men who direct them 
to convince the people that their leader- 
ship is sound, sincere, and in the pub- 
lic interest. Conclusion of a truce on 
regulatory questions and release of 
tied-up building funds can easily set 
in motion a new wave of friendlier 
feeling for the power companies. But 
without an immediate establishment of 
direct relations with the people by the 
key men of the industry, the effects 
will soon die out. 


eB. utility leaders can make this 
the most dramatic occasion in the 
history of power utilization in the 
United States. Simply by seeing to it 
that it goes down as the moment when 
they undertook for the first time their 
full share of social responsibility in di- 
recting the civilization which they have 
created. 

This can only be accomplished 
through direct assumption of the reins, 


through personal participation in the 
people’s affairs, through an exercise of 
human leadership. 

The biggest men in the biggest com- 
panies must move out of their quiet 
offices and show themselves to the 
crowd. They must drop all protective 
coloration. They must discard ano- 
nymity. They must know the problems 
which the people face. They must give 
their best thought to solving these prob- 
lems. They must contribute willingly 
of their time and energy to the general 
good. They must exist as human beings 
with human voices and human souls, 
living and working in a human world. 

If they will do these things, and keep 
on doing them; if they will be guided 
solely by the desire to make this utility 
civilization work ; if they will not them- 
selves get tempted into the rosy byways 
of political power—the utilities need 
never again fear the influence of those 
who would make popular bogey-men 
out of the power companies. 

Too perfect a picture? Well, per- 
haps. But one well worth attempting 
to create! 





Telephone Service in the “Good Old Days” 


F IFTY years ago all the telephones in the state of Maine were listed in 


4 one directory. Instructions in the front of the directo 
inform subscribers that the central office will not respon 


for 1885 
during a 


thunderstorm. They are also told, when called, to speak and not wait 
for the central office to start them off. Customers are also informed 
that “at times, subscribers 100 miles away can be heard with astonishing 
distinctness; at other times, great difficulty is experienced and it is 
found impossible to hear. Points within 50 miles can usually be reached 


without difficulty.” 
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Floods and Hydro Power 


“Conservation” aims a convenient cloak, in the 

opinion of the author, for policies which might not 

receive public support when advocated independ- 
ently and upon their own merits. 


By ALBERT W. ATWOOD 


| PON returning from church one 
Sunday morning Calvin Cool- 
idge, it will be recalled, was 
asked by his wife the theme of the ser- 
mon. “Sin,” was his laconic reply, and 
when she returned to the attack by ask- 
ing what the preacher had said about 
it, the President answered with almost 
equal brevity : “He was against it.” 

The story is an old one but exceed- 
ingly apropos to the subject in hand. 
Conservation is one of those things 
which all decent people favor as 
naturally as the preacher disapproved 
of sin. Neither individuals nor busi- 
ness concerns can afford to oppose and 
no patriotic citizen wants to oppose 
conservation. 

Thus it has become an ominous 
word, all pervading, a symbol of the 
unassailable good. It seems to repre- 
sent a sort of holy cause, and above all 
it is a word upon which public imagina- 
tion has settled. Most people stand in 
just a little awe of conservation, much 
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as they do of economic planning, 
although they have the vaguest possible 
idea of what it means. 

The difficulty is that a word like this 
can serve as a cloak for policies which 
might not receive public support when 
advocated independently and upon their 
own merits, and those who question it 
are set down as reactionaries, without 
even arguing the case. 

Thus anyone who opposes or even 
questions the government’s entrance 
into the field of electric power, or the 
President’s proposal to set up seven 
sisters to the TVA is at once accused 
of being against the principle of con- 
servation. Speaking of the government 
ownership movement in this field Wen- 
dell L. Willkie, president of the Com- 
monwealth & Southern Corporation, is 
quite accurate when he says: 

“Instead of being suggested as a 
simple proposition to be adopted or re- 
jected by the people, it is artfully 
offered as a surprise premium to be 
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dropped into a package of groceries. It 
is bundled up with such ready market- 
ables as reforestation, soil conserva- 
tion, navigation, and flood control. The 
last is particularly attractive to great 
numbers of people.” 
A’ a matter of actual fact are those 
who question the wisdom of gov- 
ernment ownership of power neces- 
sarily opposed to conservation? 

In a recent interesting magazine 
article,’ Dr. George Otis Smith, who 
was connected with the Geological Sur- 
vey for more than forty years and was 
for twenty-three years its chief, says 
that it is far from a simple matter to 
plot the true course of waste avoidance 
for either an individual or a nation. 
“Thrift and waste are not exact terms,” 
he adds, “‘and the most frugal motives 
sometimes lead to wasteful practices.” 

Dr. John C. Merriam, president of 
the Carnegie Institution and possibly 
the country’s foremost scientific stu- 
dent of the broad and philosophical as- 
pects of conservation, is even more dis- 
couraging in regard to applying its 
principles in any sure fire manner. He 
starts a recent discussion by saying that 
even among ardent conservationists it 
is difficult to obtain complete agreement 
as to the meaning of the term. 

He then adds that it is none too easy 
for “either business or government to 
come to a point at which consistent ac- 
tion can be expected for a future not 
well within our reach.” He also insists 
that it is not possible to carry out, or 
even to visualize, any program of con- 
servation that does not take into ac- 
count the development of all our ideals 
and purposes of life. 

Let no one think that these words 


1 Nation’s Business, April, 1937. 


are theoretical only. Dr. Merriam is 
practically telling us, but in the careful 
words of a trained scientist, that merely 
to describe a course of action as con- 
servation does not necessarily make it 
so. To be specific, consider the classic 
argument in favor of multipurpose 
projects, like TVA, namely, that run- 
ning water must not be allowed to go 
to waste. 


quency: the case has never been put 
more simply than by Secretary 
Ickes in his reply to a recent article by 
Mr. Willkie. “It would be unecon- 
omic,” says the Secretary of the In- 
terior, “for the government to develop 
sites for other purposes and fail to 
utilize the power resources of the 
stream as an incident or by-product of 
other uses.” 

Following this idea the government 
has embarked on a gigantic power pro- 
gram. Among the other purposes 
named by Secretary Ickes are rural irri- 
gation, urban water supply, flood con- 
trol, and navigation, and he might have 
added the prevention of soil erosion. 

The real assumption which under- 
lies the government ownership pro- 
gram is that power development is a 
necessary and wholly economic incident 
to flood control. But there is much en- 
gineering testimony to the effect that 
power dams are not the most economi- 
cal for flood control and that the best 
flood control works have had little if 
any relation to power development. 

If this be so then the government 
ownership argument loses much of its 
force at the very start. What is more 
we have no real proof that the mere act 
of throwing four or five different en- 
gineering problems together in a single 
project or “authority” necessarily 


89 JAN. 20, 1938 





PUBLIC UTILITIES FORTNIGHTLY 


makes for conservation any more than 
combining four or five factories always 
makes for economy. 

In fact at a recent meeting of the 
Mississippi Valley Association, Major 
General Julian L. Schley, chief of the 
Army Engineer Corps, while avoiding 
direct reference to the TVA seven sis- 
ters bills, stated that flood control, 
waterways improvement, irrigation, 
and power development can be served 
better by “separate and distinct pro- 
grams” than under one master scheme. 


Zi the detached observer there 
seems no inherent reason why an 
enormous program of government 
power ownership is essential to the 
cause of conservation. There are no 
end of government agencies which 
already plan for the nation’s natural re- 
sources on a functional basis, and the 
sum total of whose plans cover prac- 
tically the whole field. There are the 
Forest Service, Soil Conservation 
Service, Bureau of Reclamation, Geo- 
logical Survey, Army Engineers, Fed- 
eral Power Commission, and others. 
No natural resource has been neglected. 

But if the original plans of the ad- 
ministration are carried out there 
would follow government ownership 
and operation of practically all the re- 
maining undeveloped water power in 
the country. As a U. S. Chamber of 
Commerce committee has said: “This 


e 


segregation of water power from its 
normal free codrdination with fuel 
power into the existing market is un- 
sound conservation policy. It is con- 
trary to the existing national policy of 
licensing water-power development to 
private, state, and municipal agencies,” 

Such an isolation of water power in 
the hands of the government naturally 
forces the private companies to build 
steam plants and use up coal. But if the 
government’s motive in water power is 
to conserve a nonrenewable resource 
like coal, then its action in compelling 
the private companies to use coal would 
seem highly inconsistent. 


HE layman has been told that the 

wise method of generating elec- 
tricity is to combine or interchange 
steam and water power, depending 
upon the load, river stages, seasonal 
water fluctuation, and similar factors. 
True conservation would seem to re- 
quire fitting the two sources of power 
together, not in isolating them. In fact 
the administration’s own National Re- 
sources Committee in a report on 
Technological Trends and National 
Policy, has said: 

“It must not be inferred that the 
availability of a water fall, where water 
runs to waste if not used, means a cheap 
source of power . . . When a hydro 
plant is coérdinated with a steam plant 
the unit costs are reduced.” 


ownership program is that power development is a necessary 


q “THE real assumption which underlies the government 


and wholly economic incident to flood control. But there is 
much engineering testimony to the effect that power dams 
are not the most economical for flood control and that the 
best flood control works have had little if any relation to 
power development.” 
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It is a superficial idea of conserva- 
tion to hold that water power must be 
developed at all costs rather than to 
use “irreplaceable” coal. In the first 
place if the capital and overhead costs 
of developing water-power sites are 
greater than equivalent costs for steam 
plants, both present and future genera- 
tions may have to bear an unfair bur- 
den in interest charges. In other words 
the saving of coal may not be worth the 
extra interest, even to future genera- 
tions. 

In the second place just how much 
meaning does the statement that coal 
is “irreplaceable” really have? The 
idea apparently is that if coal is used to 
generate steam power it is “lost” or im- 
properly kept from use by future gen- 
erations. To understand clearly just 
what this means let us take an illustra- 
tion from another branch of conserva- 
tion—that of forestry and timber. 


parent more people think of 
forests than of any other one na- 
tural resource when the word con- 
servation is mentioned. The action of 
President Theodore Roosevelt in set- 
ting aside the forest reserves and the 
part which Gifford Pinchot played in 
managing them not only vocalized and 
popularized the word but identified it 
with forestry. As a result the forest 
reserves now cover an area larger than 
the Atlantic states from Maine to Vir- 
ginia, and everyone approves of them. 
It is an achievement of which we are 
all very proud. 

Yet the earlier ideas and impulses 
which led to their establishment de- 
pended quite largely upon predictions 
of a timber famine which have not 
come true. In fact the excessive empha- 
sis of the earlier conservationists upon 


the slaughter of the nation’s forests led 
to private investments in standing tim- 
ber which have proven most unprofit- 
able and disastrous to the very cause of 
conservation itself. 

The earlier conservationists did not 
realize that steel and concrete were to 
become competitors of wood. Nor did 
they foresee that plywood, veneers, and 
pressed boards made out of pulp would 
come into increasing use, thus reduc- 
ing the demand for large dimension 
timbers. Today one of the chief forest 
problems is to find a market for its 
products. Private forestry cannot 
exist at all unless a market exists, and 
even public forestry, set up ih the name 
of conservation, cannot put its lands to 
the most economical use if there is no 
call for its products. 


N or did the earlier conservationists, 


in their zeal in behalf of scien- 
tific forestry and against wasteful prac- 
tices, allow sufficiently for the natural 
process of forest regeneration, a proc- 
ess which has gone ahead much faster 
with the decline in consumption. 

Now, of course, the minerals and 
metals do not reproduce themselves, 
after the manner of trees. But as Dr. 
George Otis Smith says, “the fear that 
our mineral wealth will eventually 
vanish leaving man poverty stricken is 
based on misconception.” In the case 
of iron ore, copper, zinc, and several 
other metals the increasing use of scrap 
or secondary materials has enormously 
lengthened the lives of ore reserves in 
the past twenty years. 

True, the mineral fuels, coal, oil, and 
gas, are consumed with the using ; there 
is no scrap. But as Dr. Smith says: 
“Of these we are blessed with the 
largest supply, nearly 99 per cent of the 


JAN. 20, 1938 





PUBLIC UTILITIES FORTNIGHTLY 





Conservation of Labor 


ccyF there were an enormous differential of economy in favor of 

water power as against steam plants, the displacement of labor 

in the coal and railroad industries might be justifiable, in the name 

of conservation, even when promoted by the government. But when 

the shoe is on the other foot, it is difficult to see where the justifica- 
tion lies.” 





original deposit, in the form of coal, 
from which the other two may be 
manufactured.” In fact expert judg- 
ment is that at the present rate of use, 
coal will meet national requirements 
for a thousand years or more. 

President Roosevelt’s Natural Re- 
sources Committee reports that the best 
steam electric power plants are generat- 
ing at present a kilowatt hour on less 
than a pound of coal as compared with 
an average of 33 pounds in 1918, 5 
pounds in 1900, and about 10 pounds 
of coal in 1880. 

Thus we need to be very cautious in 
adopting fixed, permanent ideas con- 
cerning waste, conservation, and eco- 
nomic planning. Invention, research, 
and improved technical processes 
simply knock such fixed ideas into a 
cocked hat. 


[ less of a natural resource is needed 
and if at the same time it is used 
more economically, we have two power- 
ful factors making for a longer term of 
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life. But changes of this kind are not 
as a rule foreseen. As Dr. Merriam 
says: “ A neglected aspect of conserva- 
tion lies in the realization of what is 
done to a future extending consider- 
ably beyond what would commonly be 
considered as representing our immedi- 
ate needs.” ; 

It may be going a little too far to say 
that waste is merely what was done by 
another generation with very different 
needs from our own and very different 
means of supplying them. But at least 
we should go slow in defining economic 
waste in permanent terms. 

A fact which many zealous con- 
servationists overlook is the conserva- 
tion of human beings. So when we con- 
sider the relative uses of hydro and 
steam power we must consider the 
human equation. It is difficult to see 
why government promotion of hydro- 
electric power should not make for 
labor displacement in the coal industry. 
It is said that 65 cents of the coal dol- 
lar goes to mine wages, and a large 
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share of the remainder finds its way 
into the pay envelope of the wage earn- 
er. The fact that a large part of the 
railroad dollar goes to wages and that 
coal provides the railroads with much 
of their revenue is well known. 


Er there were an enormous differen- 
tial of economy in favor of water 
power as against steam plants, the dis- 
placement of labor in the coal and rail- 
road industries might be justifiable, in 
the name of conservation, even when 
promoted by the government. But 
when the shoe is on the other foot, it is 
difficult to see where the justification 
lies. 

Thus the charge that those who op- 
pose the administration’s enthusiastic 
ventures into government development 
and ownership of water power are 
thereby unfriendly to the cause of con- 
servation falls to the ground. There is 
much which governmental agencies 
can do and have done for conservation. 
But it cannot be assumed that the ac- 
tivities of every elected and perhaps 
temporary official are necessarily serv- 
ing that cause. 

For one thing we often find even 
sharper disagreements among different 
government branches as to what con- 
stitutes true conservation than there are 
between outsiders and those in office. 
It is common knowledge that the Army 
Engineers, long experienced in many 
of these problems, do not see eye to 
eye with all the newer agencies. It is 
well known also that even where the 
government has full control for many 
years, as it did in the disposal of pub- 
lic lands, it may follow a policy which 
most authorities later on regard as hav- 
ing been far too free and easy. 


Se begroetew there is the long stand- 

ing and bitter controversy be- 
tween two of the greatest departments 
of government, Agriculture and In- 
terior, as to which shall be chief cus- 
todian of our natural resources. Talk 
about the breach between the utilities 
and the government ; it is nothing com- 
pared with the schism between these 
two agencies within the government 
itself ! 

This quarrel is a disrupting factor in 
the government service, and especially 
in those agencies which have responsi- 
bility for natural resources. It creates 
a psychology of fear; it takes up time 
which should be used for other pur- 
poses; it makes for lobbies, propa- 
ganda, maneuvers, and schemes. Yet it 
is carried on in the name of conserva- 
tion! 

The duty rests upon private indus- 
try to codperate to the fullest extent 
with government to bring about the 
best use of our natural resources. This 
is a very difficult thing to do because 
no one knows at any given moment 
which policy and which agency most 
fully represents the more permanent 
and continuing spirit of conservation in 
government. 

A noted scientist has said that to get 
full values in the use of our natural 
resources “there must be the most inti- 
mate kind of participation and co- 
Speration on the part not only of busi- 
ness and government but of research 
and education,” and common sense 
tells us that he is right. This being so, 
conservation is not a field for govern- 
ment dictation or monopoly. Private in- 
dustry must codperate with other 
groups, but so also must the govern- 
ment. 
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Keeping Up with 
Uncle Sam 


By FRANCIS X. WELCH 


An carefully studying the recent 
utility opinions of the Supreme 
Court, this writer is still a bit puzzled 
about it all. Most of the legal observers 
seem to have interpreted Chief Justice 
Hughes’ opinion in the Pacific Gas and 
Electric Case as showing a “predisposi- 
tion” of the court to repudiate what is 
loosely known as the “rule in Smyth v. 
Ames,” even though the majority opin- 
ion did not expressly pass on valuation 
methods but, instead, referred the case 
back to the lower court for findings on 
confiscation. 

This view is bolstered by the dissent- 
ing opinion of Mr. Justice Butler, who 
certainly felt that the majority was re- 
pudiating its own 40-year precedent. 
Since Justice Butler participated in the 
court’s chamber discussions, it is only 
natural to assume that his view of what 
the majority opinion means should be a 
fairly accurate appraisal. 

Nevertheless, when you consider the 
way the court also sent back the Indian- 
apolis Water Works Case (Black dis- 
senting sharply) for further findings by 
the lower court on “price trends,” it 
makes you wonder whether the court is 
yet willing to kick reproduction cost out 
the window. Note, also, that the Indian- 
apolis Case was the only other case likely 
to arise this term which involves the 
pesky valuation issue (Oklahoma v. Bell 
notwithstanding). It may be that the 
court would like to have a little more 
time before finally deciding one way or 
the other. The resignation of Mr. Justice 
Sutherland increases the complexities. 


Cae sessions may come 
and go from the Washington scene, 
but for those interested in utility regula- 
tion, eyes will be focused principally on 
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the Federal Power Commission. This is 
not to disparage the importance of the 
work to be done by the other two Federal 
regulatory commissions, the SEC and 
FCC. 


On the contrary, the SEC’s adminis- 
tration of §11 (“death sentence”) of the 
Holding Company Act, which went into 
effect January Ist, will be of vital signifi- 
cance to the utility holding company 
groups, just as the forthcoming FCC re- 
port to Congress on its special Bell in- 
vestigation will be of utmost concern to 
the telephone industry. 

The difference in the degree of regula- 
tory interest, however, is that both the 
SEC and FCC have already tipped their 
hands to some extent, The recent SEC 
order on the American Water Works re- 
organization points the direction that will 
be taken if the “death sentence” is up- 
held, while the public hearings conducted 
by the FCC’s special investigation have 
long since pointed the direction of that 
inquiry. Of course, nobody can say ex- 
actly what will be done in either case, but 
informed observers do know pretty much 
what to expect. 

With the FPC, however, nobody 
knows what to expect. This commission 
seems to be moving in two directions at 
once—expanding the scope of its juris- 
diction with respect to both time and tide, 
so to speak. In addition to that, it is ex- 
ceedingly likely that the current regular 
session of Congress will eventually ap- 
prove the Lea bill giving the FPC juris- 
diction over interstate natural gas opera- 
tions. 

If you are wondering about that “time 
and tide” remark, consider the fact that 
the FPC is engaged on several fronts in 
pushing its jurisdiction not only up tribu- 
tary rivers beyond the point of actual 
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navigability, but its recent act in broaden- 
ing its investigation of unlicensed hydro 
projects to cover the entire country looks 
very much like a possible move to assume 
licensing control over projects built even 
before 1920 when the Federal Water 
Power Act was enacted. 

Just what is in the mind of the FPC 
no one in Washington seems to know, 
but it is apparently moving along lines 
which have been conceived and formu- 
lated for some time. For example, back 
in 1935 when all the fuss was going on 
about the “death sentence,” few gave 
much thought or attention to several brief 
but important amendments that were, at 
the same time, slipped into the Federal 
Water Power Act of 1920. One of these 
(§4(g) of the Public Utility Act, as it is 
now called) contains a provision which 
authorizes the FPC on its own motion to 
investigate any occupancy of streams 
over which Congress has jurisdiction, 
“and to issue such orders as it may find 
appropriate, expedient, and in the public 
interest to conserve and utilize the navi- 
gation and water power resources of the 
region.” 


NN take a look at the FPC order 
issued on December 23rd and com- 
pare the language. (Incidentally, note the 
use of the word “region” in that 1935 
amendment before anybody heard of 
President Roosevelt’s regional planning 
authority bill.) It seems obvious that the 
FPC not only writes its own legislation 
but lays it out way ahead of time. Only 
now, nearly three years after, is it even 
moving to exercise the powers conferred 
on it in §4(g), but don’t think that the 
FPC ever forgot they were there. 

Where will it all end? It would be un- 
wise to hazard the vaguest surmise un- 
til the FPC shows its hand. So far it has 
simply announced its intention to embark 
on a fishing expedition—but what is the 
big idea? As this writer has previously 
suggested, certainly the FPC does not 
want to have hydro plants already con- 
structed pulled down whether they find 
them violating the Water Power Act or 
otherwise. 

Could the FPC retroactively extend its 
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licensing regulation to plants built before 
1920? If so, would this include the im- 
pressing of the recapture clause on plants 
built before the Federal government ever 
thought of recapture? If, as, and when 
the F PC gains complete control over the 
hydro industry, will it continue its appar- 
ent policy of practically reserving all sub- 
stantial sites for public ownership? 
These are just a few of a host of ques- 
tions, legal and otherwise, which the stu- 
dents of utility regulation are asking, and 
they clearly show the reason why the 
FPC is the big question mark of 1938. 


PEAKING of monopoly (and who 
doesn’t these days) it would seem 
that when Assistant Attorney General 
Jackson points to big combines as the rea- 
son for big prices and the low state of 
business activities, for once the utilities 
may safely feel that they are not the tar- 
get of a New Deal broadside. Since 1932 
the price of electricity has gone down 20 
per cent; its use increased 30 per cent. 
Gas and telephone rates have also come 
down with respect to the use and quality 
of service during the same period. It 
surely seems strange to see the utilities 
sitting piously on the sidelines while the 
New Deal is lecturing big business. 

Truth of the matter seems to be that 
the utilities have received their sentence 
while the other industries are just coming 
up for trial. There still remains the mat- 
ter of adjusting the “penalties,” but the 
gentle go-thou-and-do-likewise admoni- 
tion of the SEC in its first administra- 
tion of the “death sentence” (American 
Water Works Case) indicates that utility 
holding companies need not abandon all 
hope when entering the doors of Federal 
registration as they may be required to 
do by the Supreme Court soon. 

Of course, this isn’t necessarily true 
of the telephone industry, which may 
or may not be mentioned in connection 
with monopoly charges when Mr. Jack- 
son gets his trust-busting campaign in 
full swing. There are rumors afloat that 
even old “Ma Bell” may be asked in to 
explain herself. Maybe the forthcoming 
FCC report on its special investigation 
will have a word or two on that subject. 
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Building Costs and Monopoly 


HILE the administration’s sudden 

antimonopoly campaign is appar- 
ently directed against “big business” in 
general, it is doubtless aimed particu- 
larly at the building industry. In this 
connection a brief review of building 
costs may be of interest. The building 
cost index compiled by the Engineering 
News-Record is based on a nation-wide 
average (from a large number of cities) 
for 2,500 pounds of steel, 6 barrels of 
cement, 600 feet of lumber, and the 
wage cost of 200 man-hours of common 
labor. The index, with the year 1913 
representing 100, has averaged as fol- 
lows for various periods: 

Years 


Included 
Before 1901 


Average 
Const. Cost 


The highest level for the index was 
251 in 1920. The latest figure is down 
only about one point from recent high 
levels. It may be questioned, however, 
whether the index gives a true reflec- 
tion of average building costs, since the 
cost of labor is frequently subject to 
irregular factors such as bonuses or 
“kick-backs” which might not affect the 
price of labor as used in the index. 

Daily wages for common building 
labor outside the large cities (where the 
unions are strongest) are said to have 
varied from $3 to $15 a day in recent 
years (though normally stable around 
$13), depending on conditions of de- 


JAN. 20, 1938 


and 
Comment 


By OWEN ELY 


mand and supply. Since labor costs may 
amount to a third or a half of total build- 
ing costs, it is obvious that such costs 
may differ considerably from the pub- 
lished indices (particularly as labor effi- 
ciency also varies widely, depending on 
general conditions). Cost statistics 
based on building units rather than ma- 
terial and labor units, therefore, seem 
essential. 

The administration’s admissions that 
labor costs in the building industry are 
high, and that something should be done 
about it, seem inconsistent with its 
charges that labor has not received a 
fair share of recent prosperity. Mr. 
Ickes’ statement that the “government's 
recovery program has succeeded no- 
where else so effectively as in restoring 
the profits of big business; labor has 
had no such advance. . .” seems incon- 
sistent with the fact that factory pay 
rolls in New York state for November 
were higher than a year previous, while 
stock prices of leading corporations 
(which are presumed to reflect profits) 
were about a third lower. 


> 


Construction Program for 1938 
Greatly Curtailed 


rr 1937 the utility industry probably 
invested about $400,000,000 to $450,- 
000,000 in new construction, according 
to Harry T. Rohs of The Wall Street 
Journal. Mr. Rohs states: 


At the rate output was growing durin; 
the summer of this year, it appeared as i 
the industry would have to undertake a 
construction program during 1938 of close 
to $800,000,000, and many within the indus- 
try were drawing plans for their individual 
company budgets for next year which 
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would have substantiated such a figure for 
the industry. Such tentative plans, how- 
ever, have been revised completely in the 
light of current business developments and 
unless a change for the better appears 
shortly, the 1938 construction budget for 
the electric power and light industry will 
be well under the expenditures for the year 
1937. 


According to Frank R. McNinch of the 
FCC, the utilities should be able to spend 
$1,500,000,000 in 1938 for a building 
program. But unfortunately investors 
cannot be expected to absorb any such 
amount of securities under present mar- 
ket conditions. As President Kellogg 
of the Edison Electric Institute recently 
pointed out, utilities are generally fi- 
nanced 50 per cent by bonds, 25 per cent 
through preferred stock, and 25 per 
cent through common stock. While it 
might be possible for the stronger utili- 
ties to place some sizable bond issues at 
coupon rates above current yields, pre- 
ferred and common stock financing is 
almost out of the question while utility 
equities are selling close to 1932 levels. 
The 1938 limited program of financing 
which now seems in view will probably, 
unless conditions improve sharply, be 
handled largely through the medium of 
bank loans, private bond sales to insti- 
tutions, and an occasional public offering. 


> 


Potential Benefits of Housing 
Campaign on Electric Output 


CCORDING to a report prepared for 
President Roosevelt by Chairman 
Ryan of the National Housing Commit- 
tee, the construction of 3,000,000 new 
dwelling units (the majority to cost less 
than $3,000 to build and under $30 a 
month to rent) would be needed to bring 
urban housing standards in the United 
States up to the 1930 level. Such con- 
struction, the report rather optimistically 
stated, might be spread over the next two 
years. 

Tenants of the proposed 3,000,000 
new dwellings would probably be in the 
low-use brackets as regards electric 
energy and might be expected to average 
about 400 kilowatt hours per year, re- 


sulting in a total annual consumption of 
some 1,200,000,000 kilowatt hours. This 
would amount to about 8 per cent of 
current national output for domestic 
consumers, 

- 


Third of 1937 Financing 
Done Privately 


Se to a compilation by The 
Wall Street Journal, private fi- 
1937 


nancing by corporations in 


amounted to about half a billion dollars 
as compared with public offerings total- 
ing about $1,017,287,000. 

Among the larger utility issues sold 
privately to insurance companies were 
the following: 


$6,000,000 — Canada Power 44s of 
1 


2,000,000 Wisconsin Electric Power 33s 

1,000,000 Ohio Public Service 5s of 1957 

000,000 Potomac Electric 34s of 1966 

500,000 zee Indiana Gas 3.35s of 
1 
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000,000 Rochester G. & E. 34s of 1966 
000,000 Central Ill. Lt. 34s of 1966 - 
1,200,000 El Paso Gas 4s 

650,000 Southern Natural Gas 44s of 


1952 
2,500,000 catenl Hudson G. & E. 34s of 
196 


5,010,000 Commonwealth Water 43s 
2,000,000 Scranton Electric 34s of 1967 


While market conditions have con- 
tinued highly unsettled, the St. Joseph 
Railway Light, Heat & Power Company 
financing on December 29th was re- 
ported successful. It consisted of $5,- 
625,000 first 44s due 1947 at 99} and 
$800,000 serial 3-44s due 1939-43. Orig- 
inally the company had planned to offer 
$6,000,000 4s and $2,000,000 3-4s. 

The proposed financing by Mountain 
States Power Company, subsidiary of 
Standard Gas & Electric Company, was 
denied by the Federal Power Commis- 
sion, which reported that the refunding 
plan was “conceived at the last mo- 
ment under most unfavorable condi- 
tions, involving excessive costs and ex- 
penses” and that it was in effect “merel 
a temporary avoidance of the f 
facing and thorough-going solution of 
applicant’s financial problems.” It ap- 
pears likely that the company will follow 
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the commission’s suggestion and seek 
reorganization under §77B, because 
there is no alternative. However, it is 
difficult to follow the commission’s 
reasoning that “the cost of reorganiza- 
tion under §77B will be much less than 
the expense under the plan now pro- 
posed.” ; 

Consumers Power Company, sub- 
sidiary of Commonwealth & Southern 
Corporation, on December 29th regis- 
tered with the SEC $9,000,000 first 
mortgage bonds due 1967. The interest 
rate and price will be furnished later by 
amendment. The issue has been tenta- 
tively approved by the Michigan Public 
Utilities Commission to the extent of 
$9,000,000 of a proposed $12,000,000 
issue. 

¥ 


Potential Effects of TVA 


Rates on Securities 


ae to a study prepared by 
Joseph Misiora, Baltimore utility 
expert, the estimated effect on the earn- 
ings of leading companies in the TVA 
area, if they are eventually forced to ad- 
just their domestic and commercial rate 
structure to that of the TVA, would be 
as follows: 


Fixed Charge 
Coverage in 1936 
Actual Adjusted 


Alabama Power Company 1.75 1.31 

Georgia Power Company 1.81 1.27 

Tennessee Electric Power x 
1.1 


Company 1.83 1.15* 
*Adjusted for residential rates only. 


Mr. Misiora comments as follows: 


Tennessee Electric Power Company 
and the Tennessee Public Service Company 
are much more vulnerable than either Ala- 
bama Power Company or Georgia Power 
Company. Fairly large parts of the latter 
two companies’ properties are located at 
some distance from the TVA source of 
power. Consequently, rate adjustments 
might not have to made uniformly 
throughout their respective territories. 

The erection or acquisition of duplicate 
plants, transmission lines, and distribution 
systems by the TVA or the municipalities 
may result in a substantial loss in the fixed 
capital asset value. Under certain condi- 
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tions, fixed capital assets may shrink 
salvage value ... We believe that ind 
vidual parts of the various systems could 
be sold to the TVA or the municipalities 
at prices which might be regar as 
reasonable by the private companies 
though considerably below reproduction 
costs. It is our opinion, on the basis of 
present indications, that most bonds of the 
Alabama Power Company and Georgia 
Power Company at current levels discount 
the unfavorable aspects of the above 
factors. 

Disregarding entirely the property and in. 
come of the southern properties of The 
Commonwealth & Southern Corporation, 
the asset value and income of its northern 
properties, after allowing for intangibles and 
more adequate depreciation reserves, a 
sufficient to cover the assumed obligations 
of the parent company. Consequently, we 
believe that the Penn-Ohio Edison “A” 6s 
due 1950, the Penn-Ohio “B” 5s due 1959, 
and the Southeastern Power & Light deben- 
ture “A” 6s due 2025 are attractive at cur- 
rent prices. On this basis (disregarding 
entirely the southern properties), the asset 
value of the $6 preferred stock of Com- 
monwealth & Southern Corporation would 
be nil. Earnings available for the parent 
company’s preferred stock from _ its 
northern subsidiaries, after allowing for all 
prior charges and assuming the mainte- 
nance of the current depreciation policy, 
would not be sufficient to meet the full divi- 
dend requirements, but would be ample to 
aoe the present dividend rate of $3 a 
share. 


> 


SEC Considers Simplifying 
Registration Form 


CCORDING to Harold H. Neff, direc- 
tor of the SEC forms and regu- 
lations division, a new basic form for 
security registration under both the 
Securities Act and the Securities and 
Exchange Act is being developed and 
may be announced shortly. 

Mr. Neff, in a talk before the Ameri- 
can Management Association, indicated 
that any differentiation from the basic 
form resulting from the necessity of a 
different set-up for special financial data 
would be obtained by placing all ac- 
counting rules within a general regu- 
lation applicable to both statutes. 

The general rules would apply to the 
breakdown, schedules, etc., and woul 
have special requirements for insurance 
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companies, banks, and other companies 
requiring special treatment. Thus one 
form could be used by practically all 
corporations having financial state- 
ments, excepting new companies. In es- 
tablishing these new rules, he said that 
special effort has been made to improve 
the selectivity of the information re- 
quired, to remove burdens of investiga- 
tion not commensurate with the results 
obtained, and to get a more lucid presen- 
tation. 
5 


Census of Electrical Industry 


ECRETARY Roper has announced that 
S a census of the electric light and 
power industry covering 1937 operations 
will be made in the near future. It will 
include municipal, Federal, state, and 
county power districts and mutual or co- 
Gperative electric light and power sys- 
tems. The results will aid the Edison 
Electric Institute and other organizations 
as a basis for continuing their statistical 
data on the industry for intervening years 
between the 5-year census periods. 

Financial data included in the census 
will include the income statement, con- 
densed balance sheet, data regarding em- 
ployees, salaries and wages, and revenues 
by class of service. Operating statistics 
include source of energy, number of cus- 
tomers, kilowatt hours sold, prime mov- 
ers and generators, fuel consumption, 
and mileage of transmission and distri- 
bution lines. 


¥ 


Extent of Potential Federal 
Power Competition 


A STUDY prepared by the P.U.R. Exec- 
utive Information Service indicates 
that TVA and other government (or 
government-aided) projects are poten- 
tial future competitors of the private 
utilities in about 30 per cent of the total 
area of the United States, containing 
about 20 per cent of the total population. 
These figures compare with the 18 per 
cent of area and 13 per cent of popula- 


tion quoted by President Roosevelt some 
weeks ago. 

Regarding the situation in the im- 
mediate areas concerned, the ultimate 
capacity at TVA will slightly exceed the 
present capacity of 14 private utilities in 
that area and the four large Pacific Coast 
projects (Boulder dam, Bonneville, 
Grand Coulee, and Central valley) will 
exceed by 30 per cent the total capacity 
of the 11 utility companies now in that 
area. 

Eugene S. Brooks, writing in The 
Week (issued by Arthur B. Tremen & 
Co.), comments in caustic vein on gov- 
ernment power projects: 


In the dark depression days of Decem- 
ber, 1932, the total listed value of public 
utility common stocks on the New York 
Stock Exchange amounted to $4,800,000,- 
000. Then followed the “happy daze” of 
recovery. By December, 1937, the utility 
industry was serving two and a half mil- 
lion more customers, kilowatt-hour output 
was up 45 per cent, revenues up 30 per 
cent ... but the listed value of the indus- 
try’s common stocks was up less than 7 per 
cent. 

During this period, life was becoming 
more abundant. Federal power projects, 
involving an ultimate expenditure of $1,- 
250,000,000, were commenced, All this to 
provide cheaper power to the average family 
whose electric bill is less than 23 per cent 
of its budget, while taxes take nearly 30 
per cent. Brave indeed was investment capi- 
tal that would face such formidable com- 
petition .. . No statistical juggling is needed 
to show that the threat of $1,250,000,000 in 
government projects frightened off $2,600,- 

in private construction—more than 
twice the amount involved in the not yet 
completed government program. 


J ust as TVA is supposed to be pri- 
marily a flood control system, some 
of the western projects are supposed to 
promote irrigation. Yet Secretary of 
Agriculture Wallace is reported to doubt 
the wisdom of irrigating much more 
land at $600 an acre. The Annalist com- 
ments as follows on the unsoundness of 
Federal power projects: 

It is common knowledge that several of 
the big dams were reported adversely by 
PWA engineers and in some cases by the 
Army as well .. . Grand Coulee, for ex- 
ample, is to cost an estimated total of 
$394,000,000 . . . Even if the project were 
sound—and there is every reason to believe 
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that it is not—it is likely to take ten years 
to absorb the surplus power available at 
the Bonneville plant downstream. Thus, if 
economic needs are to bear any weight in 
the administration’s program, Grand Cou- 
lee ought to wait at least several years. 
The foundation stage, costing some $63,- 
000,000, is nearing completion. To stop 
there would relieve the Treasury and the 
taxpayers of raising $331,000,000, which 
amounts to 66 per cent of the cost of financ- 
ing the entire farm program for one year. 
And this is merely one of the Federal mon- 
strosities on which work is going forward. 


Fortunately, it now seems clear that 
Congress will reduce the “seven little 
TVA’s,” as originally proposed by the 
administration, into seven regional plan- 
ning boards, with no actual power to pro- 
ceed with hydro development. But even 
this is a waste of funds, since it will large- 
ly duplicate the efficient work of the 
Board of Army Engineers. 


> 
Electric Appliance Sales 


NIT sales of vacuum cleaners, re- 
frigerators, and electric washers— 
the three largest selling major appliances 
—showed an increase during the first 
nine months of 1937 of 14 per cent over 
1936. While sales to urban customers 
are expected to decline for the last quar- 
ter, sales in rural areas should reflect 
current farm prosperity and the increase 
in wired farmhouses due to the rural con- 
struction program. While present stocks 
of electric refrigerators and radios are 
reported to be heavy, and the outlook for 
1938 seems less favorable, two recent de- 
velopments may prove helpful. 
The Federal Reserve Board has issued 
a ruling which opens the way for banks 
to finance directly all types of consumer 
instalment purchases and to rediscount 
their paper with the Federal Reserve 
banks. The SEC has ruled that utility 
companies need not make declarations in 
respect to endorsement or a guaranty of 
instalment paper received from custom- 
ers in connection with the sale of appli- 
ances selling for less than $1,000; or 
notes and drafts secured by such paper, 
provided they are issued to recognized 
financial institutions or companies, 
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An important issue before the in 
is whether to continue direct selling of 
residential appliances or to shift the mer- 
chandising into the hands of dealers, 
West Penn Power Co. is the latest of 24 
utilities to take the latter step. However, 
West Penn’s decision is probably due 
largely to new regulations in the state of 
Pennsylvania, and it is understood that 
the company may continue to expend 
about the same amount for promotional 
work as it has been spending for direct 
selling. 
¥ 


Niagara Hudson Power 


N its review of Niagara Hudson, “the 

biggest industrial electric system,” 
Barron’s cites as favorable for stock- 
holders the following points: (1) Since 
the company operates entirely within 
New York state, it is outside the jurisdic- 
tion of the Utility Act. (2) About 85 
per cent of revenues is from electricity 
and about 61 per cent of the generating 
capacity is hydro; the hydro equipment 
is probably the most efficient in the coun- 
try, having generated power in 1936 at 
only one-tenth of a mill per kilowatt hour 
(at 78 per cent load factor). (3) The 
system has now been greatly simplified 
(there being now 21 companies against 
59 at the end of 1929), resulting in sub- 
stantial economies and improved credit. 
(4) Interest charges have been reduced 
by some three million dollars since 1934 
(31 cents a share) by refunding opera- 
tions. (5) The property has been written 
down $166,000,000 since 1931, or about 
25 per cent, far more than offsetting the 
$47,000,000 write-ups claimed by the 
Federal Trade Commission. (6) Equity 
for the common stock is now about $14 
a share. (7) Three-quarters of the earn- 
ings for the three years ending 1936 were 
“ploughed back.” Depreciation charges 
have been more than doubled (in rela- 
tion to revenues) in four years. (8) Sys- 
tem rates are reasonable, the domestic 
rate averaging 16 per cent below the na- 
tional average. (9) The company has 
conducted an aggressive load-building 
campaign through promotional rates. 
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n the debit side, are (1) the general 
decline in power output; (2) in- 
creased taxation in New York, and 
higher expenses ; (3) the ultimate possi- 
bility that the St. Lawrence waterway 
project may be developed ; (4) the pros- 
ct of a municipal plant in Albany, con- 
sidered remote; (5) the chance that the 
company may have to pay higher rentals 
to the state for diverting water from 
Niagara; and (6) the company’s some- 
what lower proportion of retail business 
than for the utility industry as a whole. 
However, the writer concludes that 
“the aforementioned disadvantages may 
well be outweighed in the minds of in- 
vestors by the fact that, at the recent 
price of 84, the stock was selling at only 
9.3 times earnings of 88 cents per share 
recently reported, and at 18 times de- 
pression low earnings of 46 cents a 
share.” 


> 


Corporate News 


| gga Judge William H. Holly, late 
in December, extended until Janu- 
ary 20th the time for filing additional re- 
organization plans for the Utilities Power 
& Light Corporation. The Atlas Cor- 
poration, holder of a major interest, has 
filed the only plan to date. Filing of ob- 
jections was set for February 3rd and 
arguments for February 14th. The sug- 
gestion has been made to Judge Holly 
by the court trustee of United Power & 
Light that Central Service Corporation 
(headed by Daniel C. Green, former 
president of Middle West Corporation ) 
should take over the management of ac- 
counting and engineering problems, 
under the direction of Trustee Walling. 
It is understood that attorneys for the 
various parties interested in the com- 
pany have approved the proposal. 

After a lapse of nearly five years, Fed- 
eral Light & Traction Company has re- 
sumed dividends on its common stock 
with a payment of $1. 

An early decision by the Supreme 
Court in the Brooklyn-Manhattan Trans- 
it Corporation’s appeal against the 3 per 
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cent municipal tax levy against gross 
revenues is expected. The company won 
in two lower courts, but lost in the court 
of appeals. The tax cost the company 
$1,726,114 for the fiscal year ended last 
June. The company’s earnings are ex- 
pected to benefit from completion of the 
Williamsburgh Power plant improve- 
ments early in 1938. Meanwhile the bonds 
have dropped from 104 to 49, due to the 
decline in earnings resulting from wage 
increases, etc. 


NEW reorganization plan for the 
New York State Railways Com- 
pany (in receivership for seven years) has 
been approved by the public service com- 
mission. First mortgage bondholders will 
receive an equal amount of series “A” 
notes, plus 25 shares of common stock ; 
holders of second mortgage bonds will 
obtain series “B” notes and 10 shares of 
common; while the consolidated bond- 
holders will receive one-tenth of their 
present holdings in series “A” notes, to- 
gether with five shares of stock. 

Postal Telegraph & Cable Corporation 
has granted a $580,000 wage increase ef- 
fective April Ist, provided the company 
is not compelled to liquidate before then. 
The company has been involved in labor 
difficulties with affiliates of both the CIO 
and the AFL. Western Union Telegraph 
Company, Postal Telegraph & Cable 
Corporation, and Mackay Radio & Tele- 
graph Company have asked the FCC for 
a 15 per cent increase in domestic rates. 
The present action is the first such move 
by the telegraph industry in over thirty 
years, except for the wartime period 
when the government took control of 
communications. 

Consolidated Edison has brought suit 
in the Supreme Court to recover $2,350,- 
000 taxes paid to New York city under 
protest as additional assessments under 
the emergency relief laws of 1933-34. 
The company contends that income re- 
ceived from subsidiary and affiliated cor- 
porations was not part of its gross in- 
come as defined in the tax laws. The sys- 
tem had been subjected to a double taa, 
paid once by the operating companies and 
again by the holding company. 

JAN, 20, 1938 





What Others Think 


The FPC Moves Up 
The River 


ie view of the current move of the Fed- 
eral Power Commission to investi- 
gate unlicensed hydroelectric plants 
throughout the nation, a recent article by 
Lester V. Plum, instructor of economics 
at Princeton University, on the definition 
of navigable waters and the “Doctrine 
of Minor Interest” throws a timely light 
on the jurisdictional possibilities of this 
important Federal agency. 

Although the Federal Water Power 
Act was passed as far back as 1920, it 
was not until it was amended in 1935 as 
the Federal Power Act that the FPC 
was given a share in regulating the elec- 
tric industry as a whole. Prior to that 
time the FPC’s jurisdiction was re- 
stricted to hydro plants which was, of 
course, predicated upon rivers subject to 
Federal control. This in turn led to the 
association of navigation with the statu- 
tory concept of the commission’s author- 
ity. But it is Mr. Plum’s thesis that, in 
view of the 1935 amendments, the defini- 
tion of “navigable waters,” which was 
found in the original 1920 Act and re- 
tained in the 1935 Act, “is at least use- 
less and it may have undesirable effects 
upon the commission’s jurisdiction.” 

After stressing the importance of the 
FPC licensing of hydroelectric plants 
from the viewpoint of conservation, pos- 
sible recapture, and uniform and effec- 
tive regulation, Mr. Plum finds that two 
tests have been created for defining these 
streams: (1) navigability in fact, that is, 
“used, or susceptible of being used, in 
their ordinary condition, as highways for 
commerce, over which trade and travel 
are or may be. . . conducted in the cus- 
tomary modes” ; and (2) interstate char- 
acter, that is, forming “by themselves, or 
by uniting with other waters, a continued 
highway over which commerce is or may 
be carried on with other states or foreign 
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countries.” A river may be navigable in 
spite of shoals and other natural barriers 
compelling land carriage. And a river 
which was used a hundred years ago by 
boats of light draft remains “navigable” © 
at law, even though changed modes of 
transportation or artificial obstructions in 
the stream now prevent its use. 


HE author added references to court 

decisions going even further in up- 
holding Federal authority over waters 
which would appear to the layman to be 
anything but navigable. Concerning the 
purpose of the statutory language de- 
fining the commission’s jurisdiction, he 
states: 


Despite the scope of the statutory defini- 
tion, the purpose of including it in the act, 
curiously enough, was to restrict the com- 
mission’s jurisdiction. The rather general 
recognition in Congress that Federal juris- 
diction could be extended constitutionally, 
in certain cases, to the tributaries or head- 
waters of navigable streams explains why 
separate provision was made in the act for 
waters “other than those defined . . . as 
navigable.” The commission was empowered 
to assert jurisdiction over such waters upon 
a finding that “the interests of interstate or 
foreign commerce would be affected” by 
construction of a power project, but only 
after a “declaration of intention” to con- 
struct the project had been voluntarily sub- 
mitted. After a declaration was filed, if the 
commission found that no interests of in- 
terstate commerce were involved, no license 
would be required and, according to the act, 
the declarer would have Federal permission 
to proceed with construction. Although 
neither the courts nor the attorney generals 
ever decided what the effect of such a find- 
ing was, the commission concluded that it 
stopped the Federal government from later 
ordering removal of the project as 4 
nuisance to navigation. The sole inducement 
to file a declaration of intention was thus the 
risk that, in the absence of a license from 
the commission or a finding that the inter- 
ests of commerce would not be affected, the 
pepe might at some time in the future be 
declared an obstruction to navigable capacity 
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contrary to the Act of 1899 and subject to 
removal without compensation. 


Of course, as long as the filing of 
declaration of intention remained dis- 
cretionary, it was important that the 
commission make a distinction between 
waters which came within its jurisdiction 
and those which did not. Mr. Plum finds 
that the 1935 Act has removed the need 
for retaining the statutory definition by 
giving the commission authority to in- 
vestigate 

any occupancy of, or evidenced intention 
to occupy, for the purpose of developing 
electric power . . . bodies of water over 
which Congress has jurisdiction under its 
authority to regulate commerce; .. . and 
to issue such order as it may find appro- 
priate, expedient, and in the public interest 
to conserve and utilize the navigation and 
water-power resources of the region. 


Note that this quotation is from §4(g) 
of the act, and it was under this rela- 
tively obscure section that the FPC in- 
stituted its recent nation-wide investiga- 
tion of unlicensed hydro plants. Prob- 
ably the commission believes with Mr. 
Plum that its jurisdiction is now coex- 
tensive with that of Congress. Further- 
more, the act compels the filing of 
declarations of intention to construct 
projects in waters which are not naviga- 
ble according to the definition in the law. 
Yet this very amendment to the Act of 
1920, paradoxically, obviates the neces- 
sity of making a distinction between 
navigable and nonnavigable waters. 


|* geeme this analysis seems plausible 
enough, Mr. Plum still feels a lit- 
tle uncomfortable or perhaps a little un- 
certain about it. He explains: 


The very fact that the distinction is useless 
for achieving the purpose that the framers ot 
the Act of 1920 originally intended makes re- 
tention of the definition of navigable waters 
in the 1935 legislation dangerous, for it 
lends support to the contention that there 
must have been some other valid reason for 
differentiating between the two types of 
waters. One reason that might be advanced 
is that the jurisdiction of Congress, and 
hence of the commission, over nonnavigable 
waters is much narrower in scope than that 
over navigable waters. The commission has 
been fighting this argument in the courts for 
the past six years. Because the contention 
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has been that the “interests” of interstate 
commerce that are affected by construction 
of projects in nonnavigable waters are 
“minor” in extent, the writer has coined the 
expression “doctrine of minor interest” to 
designate the argument. ... 

The essence of the argument is that Con- 
gress can prevent the construction of proj- 
ects in nonnavigable waters only if they 
threaten the navigable capacity of navigable 
waters. Since this is the basis for withhold- 
ing permission, permission must be granted 
subject only to conditions which are direct- 
ly related to the prevention of adverse ef- 
fects on navigation. No consideration is to 
be given to the possibility that navigation 
may be ianvoued ty Federal regulation of 
water-power projects, or that other inter- 
ests of interstate commerce aside from navi- 
gation may be at stake. This is a particularly 
pernicious doctrine because use of waters 
for navigation, although important, may not 
be more important than other concurrent 
uses which, under adequate regulation, may 
be compatible with navigation. Since protec- 
tion or promotion of the interests of navi- 
gation necessarily affects the value of flow- 
ing waters for other purposes, such as gen- 
eration of electricity, irrigation, or flood 
control, to deny a Federal agency any au- 
thority over these concurrent uses is to de- 
stroy its major value as a planning body. 


To eliminate this argument, Mr. Plum 
suggests the elimination of the lan e 
about navigation altogether. “It is high- 
ly probable,” he says, “that a finding 
which ignores the navigable or nonnavi- 
gable status of waters but which asserts 
that interests of commerce are affected 
will be accorded a large degree of admin- 
istrative finality by the courts and will 
encourage a liberal judicial construction 
of the commission’s jurisdiction.” 


B ut with the door to Federal author- 
ity under the interstate commerce 
clause left so wide open by the Supreme 
Court under the Wagner Act cases that 
nobody can see the end, where would 
such a general assumption of jurisdiction 
by the FPC leave the electric industry? 
Where would Federal regulation leave 
off and state regulation begin? Would 
the natural gas industry, about to be 
placed under Federal regulation under 
the Lea bill be given the same treatment? 

Already the National Labor Relations 
Board, in holding the Consolidated Edi- 
son Company (which operates utility 
service entirely within the state of New 
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York) to be engaged in interstate com- 
merce for purposes of Federal labor 
regulation, has adopted a line of reason- 
ing that sounds very much like the nurs- 
ery rhyme about the “house that Jack 
built.” 

Would the FPC do the same? If 


so, the state commissions’ days may be 
numbered. 
—F. X. W. 


Tue DEFINITION OF NAVIGABLE WATERS np 
THE “DoctRINE OF Minor INTEREst,” 
Lester V. Plum. The Journal of lew 
Public Utility Economics. November, 1937, 





Wall Street Journal Surveys State Support 
For Prudent Investment 


HERE has been a pronounced and 

widespread revival of interest in the 
prudent investment theory of utility rate 
valuation due chiefly to President Roose- 
velt’s recent specific reference to the sub- 
ject, as well as the Supreme Court’s con- 
sideration and disposition of the gas rate 
appeal taken by the Pacific Gas and Elec- 
tric Company from an order of the Cali- 
fornia commission, allegedly based on 
original cost (which is at least an allied 
version of prudent investment). 

Sensitive to this renewed interest, The 
Wall Street Journal, during the lull of 
the recent holiday season, dispatched tele- 
grams to 47 state regulatory bodies, in- 
cluding the District of Columbia, asking 
their attitudes on using prudent invest- 
ment, historical cost, or guides heretofore 
laid down by the Supreme Court in 
Smyth v. Ames, which took into con- 
sideration, among other factors, histor- 
ical cost, reproduction new, market value 
of securities, and cost of capital. 

The replies from these telegrams, pub- 
lished in the Journal of December 28th 
under the signature of Harry T. Rohs, 
showed that 13 out of 31 commissions 
replying very definitely stated their pre- 
ference for prudent investment or his- 
torical cost in determining utility rate 
bases, while 7 strongly supported the 
“law of the land,” meaning the rule laid 
down in Smyth v. Ames and subsequent 
Supreme Court decisions elaborating that 
general principle. Several commissions 
declined to state their choice, but were 
content to indicate the actual methods 
they have been following. 

For that matter, 23 out of the 31 com- 
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missions responding to the Journal's tele- 
grams indicated their practice and 20 in- 
dicated their preference, which, of 
course, means that a number of commis- 
sions did both. The state by state classifi- 
cation, according to Mr. Rohs, was as 
follows: 


In favor of the law of the land: 


Connecticut South Dakota 
Georgia Utah 

Maine Virginia 
Rhode Island 


In favor of prudent investment or his- 
torical cost: 


Massachusetts 
Minnesota 
Oklahoma 
Oregon 
Pennsylvania 
Washington 


Arizona 

California 

Colorado 

District of Columbia 
Florida 

Illinois 

Louisiana 


The following states have been following 
o principles as laid down by the Supreme 
ourt: 


Connecticut 
Florida 
Georgia 
Illinois 
Louisiana 
Maine 
Minnesota 
Nebraska 


The theory of prudent investment has 
been the guide used by the following: 


Massachusetts 
Oregon 
Washington 


Nevada 

New York 
North Dakota 
Oklahoma 
Rhode Island 
South Dakota 
Tennessee 
Virginia 


Arizona 

California 

District of Columbia 
Colorado has been using reproduction cost 

new less depreciation as a controlling factor. 


Summarizing the results, Mr. Rohs 
stated : 
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F] 


PEACE BETWEEN 
Gov7; AND 
ONLI Ti ES 


The Times-Picayune 


Hd Le 


WORTH SWITCHING ON 


Six of the states, the replies showed, have 
been using the prudent investment theory in 
settling rate controversies; one, reproduc- 
tion cost new and 15 the law of the land— 
Smyth v. Ames. 

While most state bodies which replied ap- 
parently are performing their functions in 
the light of Supreme Court decisions, many 
are only following that system because they 
feel there is no alternative until the higher 


court changes opinions in Smyth v. Ames 
and corollary cases. 

Several commissions expressed them- 
selves as strongly opposed to the law of the 
land as laid down in Smyth v. Ames, hold- 
ing that it is a strong deterrent to expedi- 
tious regulation and finding it too expensive 
and difficult in application. 

On the other hand, those commissions 
willingly using the law of the land lend their 
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support unhesitatingly to that method of 
rule as the most desirable in, establishing 
valuations fair to all concerned. 


eb. full text of the replies of the 
state commissions was published 
with the Journal story. Some of them 
were brief in form, consisting mostly of 
a categorical indication of those commis- 
sions’ preferences or practices, or both 
(as indicated in the tabulation of states 
above). Others simply disclaimed juris- 
diction or experience in the premises. But 
still others contained some interesting 
details. In this class was the reply from 
Chairman Frank E. Southard of the 
Maine Public Utilities Commission which 
follows: 


I have not answered your telegram of De- 
cember 17th by wire, for the reason that I 
think the contents thereof are sufficiently 
important to warrant at least a little dis- 
cussion. 

Our statute provides that a public utility 
shall be entitled to a just and reasonable re- 
turn “taking into due consideration the fair 
value of all its property, its rights and plant 
as a going concern, business risk and depre- 
ciation,” and further declares that “every 
unjust and unreasonable charge for such 
service is prohibited and declared unlawful.” 

This commission, and we assume all com- 
missions, are engaged in trying to determine 
broadly the question of fair value. Now 
apparently, there are several roads by which 
the question of fair value may be reached, 
using the terms frequently found in the law 
books—“original cost,” “historical cost,” 
“cost reproduction new less depreciation,” 
and “prudent investment.” From 1910 to 
1915, cost of reproduction new less depre- 
ciation was somewhat consonant with orig- 
inal cost, due to the fact that prices were 
fairly constant. From 1915 to 1930, price 
levels rose, and cost of reproduction new 
less depreciation became highly favored by 
those looking for large valuations. From 
1930, on to date, the prudent investment 
theory has become popularized, for the rea- 
son that under this theory, fair value would 
presumably be less than reproduction new 
less depreciation or perhaps original or his- 
torical cost. 

The motivating thought seems to be that 
those who are in favor of a yardstick of low 
valuation have become infatuated with the 
words “prudent investment.” In other words, 
as economic conditions have changed, those 
yardsticks which create a large fair value 
have been insisted upon by some utilities— 
and, I think, the word “some” is quite im- 
portant ; and the yardstick which would pro- 
duce a smaller valuation has likewise been 
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insisted upon by various public-minded 


people. 

My own personal thought is that any 
particular yardstick, called by whatever 
name one may choose to use, is not neces- 
sarily the sole criterion of reachi 
question of “fair value.” I offer this thought 
—the development of diesel power is, in 
some instances, going to result in the pro- 
duction of electric energy at a cost far less 
than the present hydro plant. Now, if a diesel 
plant can generate electricity at we will say 
a cost of a cent and a half, and a hydro plant 
finds its cost 2 cents, what is going to be 
said as to the fair value of the hydro plant? 
Is the public going to be obliged to support 
a hydro plant, or should some consideration 
be given to a competitive type of plant, to 
wit, the diesel plant? 

We are not living in any static condition, 
and things change rather rapidly, and for 
what good reason should commissions, or 
utilities for that matter, find themselves 
bound down by any particular type of meas- 
urement of “fair value”? 

While the term “prudent investment” has 
a very pleasing sound to the ear, and is a 
term that apparently is easily understood, 
prudent investment is not really as simple 
as that. What are the criteria by which ex- 
penditures should be judged in determining 
prudent investment? Do we mean by “pru- 
dent” honest, or do we mean good judg- 
ment? When a plant can be constructed dur- 
ing good weather conditions, and the busi- 
ness management constructs the bomen during 
adverse weather conditions and materially 
enhances the cost, which of these two is pru- 
dent investment? In case the company uses 
some of its earnings to improve the plant, 
are these a part of prudent investment or 
not‘ 

What about the question of depreciation 
in determining prudent investment? Is it 
not just as reasonable to expect a difference 
of opinion in ascertaining the correctness 
of the judgment used in the investment of 
the money as it is under the present time, 
in other methods of determining fair value 
to go into the question of the value of the 
property actually created? 

It seems to me that to adopt any particular 
type of yardstick is fraught with many 

ifficulties and will probably result in reach- 
ing a conclusion that is not fair, either to 
the utility or to the public. Someone must 
determine the question of “fair value.” That 
involves a matter of opinion concerning 
which honest men may differ very substan- 
tially. There are certain public officials and 
certain individuals of the public who nat- 
urally want the lowest figure. There are, 
unfortunately, some who want the highest 
figure. Is it not more sensible to have pre- 
sented to the party who.is to determine fair 
value” all the various factors which relate to 
the question of fair value, and, having all 
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that information, the commission determine 
what, in its honest opinion, is the final figure 
to be deduced as the fair value of the utility? 

This commission has made use of the 
method known as “historical cost,” and we 
ase historical cost in the sense of what the 
books of the company show the cost to the 
company has been, deducting therefrom de- 
preciation, and I might add that the question 
of depreciation is as much fraught with dis- 
cussion and difference of opinion as the 
question of the type of yardstick in general 
to be used. If I understand the term “pru- 
dent investment” correctly, historical cost 
may result in a figure comparable with pru- 
dent investment—assuming, of course, that 
prudent investment takes into consideration 
depreciation, but I understand that some 
jurisdictions in the question of prudent in- 
vestment ignore the question of deprecia- 
tion. 

I do not know as it would be profitable to 
continue the discussion further. You must 
realize that this picture is drawn with rather 
a broad brush with no attempt to put in any 
camel’s hair outlines, but, fundamentally, it 
is my opinion that the adoption of any one 
yardstick to the exclusion of any other 
method, however fair it may seem at the 
present time, is apt to prove unsound in the 
not too distant future. So why not let utili- 
ties and the commissions tackle the problem 
along those lines which seem to produce a 
fair value, accurate, and an honest “fair 
value.” 

(Signed) Franx E, SourHarp, Chairman, 
Maine Public Utilities Commission. 


The Florida commission’s reply indi- 
cated some skepticism about the general- 
ly assumed “‘accessibility” of prudent in- 
vestment as a measure of property value. 
It stated : 


Florida Railroad Commission in arriving 
at value of utility properties has been guided 
by principle laid down by Supreme Court 
in case of Smyth v. Ames and subsequent 
decision. In so far as commission could in- 
terpret the meaning of such decision, we 
find prudent investment as difficult to deter- 
mine as reproduction cost new less depre- 
ciation. Historical costs less depreciation 
might be ideal methods where a correct and 
true historical cost is obtainable, which is 
too frequently impossible to obtain. His- 
torical cost would be best for utilities pa- 
trons and investors as would stabilize rate 
base. The only variable would be the rate of 
the return. 

(Signed) Jerry W. Carter, Chairman, 

Florida Railroad Commission. 


HE New York commission’s reply 
by its chairman, while confined to 
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the commission’s record, indicated that 
that board is disposed to use prudent in- 
vestment or original cost, even under the 
prevailing state of the law, as a require- 
ment of the traditional rules of “best evi- 
dence,” where testimony on reproduction 
cost is not available or is obviously un- 
reliable. 

The Illinois commission, through its 
Chairman James M. Slattery, professed 
admiration for the prudent investment 
theory as first expounded by Justice 
Brandeis in the Southwestern Bell Tele- 
phone Case, and as recently advocated 
by the brief of the Federal Power Com- 
mission, appearing as amicus curiae in 
the Pacific Gas and Electric Company 
Case. The Illinois commission still fol- 
lows, however, “the rules laid down by 
the U. S. Supreme Court,” and, inas- 
much as the Pennsylvania commission 
appeared as amicus curiae in the same 
proceeding and took a position some- 
what similar to that of the FPC, the 
Pennsylvania commission’s reply briefly 
indicated that fact as evidence of its atti- 
tude on the question. 

The reply of the Oklahoma commis- 
sion is typical of a state commission at- 
tempting to follow the “law of the land,” 
but impatient at what it feels are the re- 
sulting restrictions : 

Our commission, like others, has felt it- 
self unduly restricted and limited by the rule 
announced in the Ames and supporting cases 
mentioned in your wire. However, in recent 
cases tried before us we have endeavored to 
give consideration to all necessary elements 
involved in the ascertainment of the true 
present value of the utility under investiga- 
tion, whether these elements fall within the 
category of book, historical, reproduction 
cost new, prudent investment, or what not, 
giving a fair consideration to all reasonable 
elements claimed in each particular case. 

Our commission feels that the prudent in- 
vestment idea, as contended for by the Cali- 
fornia commission, offers a sensible and fair 
plan, and just alike to both parties and the 
public, and which would be at once the most 
economical, fair, permanent, and all around 
satisfactory method available. But we are 
still handicapped to a degree by the rule an- 
nounced in Srayth v. Ames and other sub- 
sequent cases based thereon, and before any 
satisfactory and permanent result can 
obtained, the regulatory body must be 
emancipated from the rigid rules of prevail- 
ing judicial opinions on the subject. 
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The Charleston Gasette 


FRIENDLY, BUT— 


Our commission necessarily feels that the 
contention of the California commission is 
sound and should prevail in the interest of 
the greatest possible degree of ultimate jus- 
tice to all parties concerned. 

(Signed) Rerorp Bonn, Chairman, 
Oklahoma Corporation Commission. 


HE Washington state commission’s 
reply by its Chairman Ferd Schaaf 
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was even more forthright in its criticism 
of the “cumbersome” and “complicated” 


effect of the rule laid down in Smyth v. 
Ames, and further stated that “this de- 
partment is now following that (pru- 
dent investment) method in all cases.” 
Equally insistent from a different point 
of view was the reply of Chairman H. 
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Lester Hooker of the Virginia commis- 
sion: 

In the determination of the reasonableness 
of the rates of a public utility company, the 
state corporation commission of Virginia 
has consistently held that the property rate 
base, upon which the utility company is al- 
lowed to earn a fair return, shall be the 
present fair value of all the property of the 
utility company used and useful in the per- 
formance of its obligations and duties to 
render service to the public. 

In the determination of this present fair 
value, the commission has repeatedly held 
that present value cannot be determined by 
accurate measurement nor can it be ac- 
curately calculated by any mathematical 
formula, but it must be obtained or deduced 
from ascertainable facts which either enter 
into present value as factors of varying 
weight or have evidential value of varying 
weight, tending to show what is the present 
fair value of the property as a whole. 

Neither historical book costs, nor theo- 
retical reproduction new costs under whole- 
sale construction within an assumed con- 
struction period, nor estimated cost of re- 
production new under piecemeal construc- 
tion in accordance with a company’s con- 
struction history (commonly referred to as 
book costs appreciated to reflect current la- 
bor and material prices) is of itself present 


fair value, or the sole measure thereof. 
Though all may be of evidential value in 
determining present fair value, if any of 
them be taken as a base from which to de- 
duce present fair value, they must, to secure 
a result of approximately present fair value, 
be subjected to such modifications as other 
pertinent factors in the particular case may 
require. 
(Signed) H. Lester Hooker, Chairman, 
Virginia State Corporation Commission. 


Chairman Riley E. Elgen of the Dis- 
trict of Columbia commission, industri- 
ous champion of the so-called “Wash- 
ington Plan” which has apparently been 
so successful in regulating utilities in the 
nation’s capital, took the opportunity to 
direct attention to his favorite formula 
which, he stated, ultimately results in 
putting historical cost into effect. The 
reply from the Wisconsin commission, 
usually prominent in all such regulatory 
discussion, was missing from the Jour- 
nal’s interesting collection. 


SYMPOSIUM OF STATE COMMISSION ATTITUDES 
ON PrupENtT INVESTMENT. By Harry T. 
Rohs. The Wall Street Journal. December 
28, 1937 





Brief Digests of Recent Documents, Articles, and 
Addresses on Matters of Utility Interest 


Atso ONE-THIRD Is ILL-watTereD. Address by 
John C. Page, U. S. Commissioner of 
—, Spokane, Wash. December 10, 
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President Roosevelt has said that one- 
third of the nation is ill-nourished, ill-clad, 
and ill-housed. Commissioner Page also adds 
that one-third is ill-watered, pointing out 
that 700,000,000 acres, one- third of all the 
land in the United States, are arid or semi- 
arid. Commissioner Page, speaking on the 
occasion of the opening of bids for the com- 
pletion of Grand Coulee dam, attempted to 
reconcile the policy of the administration in 
bringing into production new acres through 
irrigation projects, while at the same time 
curtailing production acreage through the 
administration of a restrictive farm policy. 
He did not touch upon the subject of water 
power. 


ELecrric RATE-SCHEDULE AMBIGUITIES AND 
Compiexities. By H. H. Martin, Jr. The 
Journal of Land & Public U tility Econom- 
ics. November, 1937. 
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This article by the rate engineer of the 
Federal Power Commission includes a de- 
scription of more striking instances among 
the great number of ambiguities and com- 
plexities scattered through hundreds of elec- 
tric rate schedules reviewed by the Federal 
Power Commission in the course of its 
comparative rate investigation two years 
ago. Mr. Martin concludes that most. of the 
faults are brought about through careless- 
ness or insufficient experience in the tech- 
nique of rate making, and the lack of 
national standards for rate schedule forms. 


Tue RELATION oF ELectriciry CONSUMPTION 
To PurcHASING Power. By W. J. Crowle 
and C. H. Baily. The Journal of Land Lond & 
Public Utility Economics. November, 1937. 

Using, with some adjustments, the num- 
ber of individual income tax returns filed in 
a community as an indication of its relative 
purchasing power, these two authors, both 
executives of the Public Service Company 
of Northern I!linois, have drawn two tenta- 
tive conclusions as to the subject indicated 
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in the title of their article: (1) Where rates, 
competition, and sales policies are similar, 
per customer consumption of electricity is 
directly proportionate to relative purchas- 
ing power; (2) per customer consumption 
of electricity is not itself a good index of 
relative purchasing power of a community, 
other factors being equal. The value of es- 
tablishing such relationship is said to lie 
in the comparative use of such information 
in communities having similar purchasing 
power and consumption characteristics. 


REGULATION OF THE HAND-SET TELEPHONE. B 
Floyd R. Simpson. The Journal of Land 
Public Utility Economics. November, 1937. 

This article by an instructor in economics 
in the School of Business Administration of 
the University of Minnesota, is a description 
of the regulatory problems created by the 
introduction of the hand-set telephone since 
it was generally made available to the sub- 
scribing public in 1927, The author takes up 
the testimony on this subject introduced dur- 
ing the hearings of the special telephone in- 
vestigation recently conducted by the FCC 
and comments upon the same. In view of the 
current rate news from state commissions 
all over the Union, it is easy to believe the 
author’s conclusion that “in the very near 
future the hand-set charge will be complete- 
ly eliminated, either by action of aggressive 
state commissions or by the policy of the 
telephone companies.” 


MUNICIPAL v. PrivATE Power PLANT Rates: 
A Comparison or ActuaAt Resutts, By 
ef E, Elgen. The Annalist. November 5, 
193 


Although this was only a brief letter writ- 
ten by the chairman of the public utilities 
commission of the District of Columbia, it 
is an interesting comparison of actual re- 
sults of the so-called Washington Plan or 
sliding-scale regulation of electric rates in 
the District of Columbia. Two tables repro- 
duced with the letter show the steady climb 
ef Washington, which is served by a pri- 
vately owned utility company, in the list of 
cheap rate cities since 1924. 


DIcTATORSHIP AND THE Utiuities. Address by 
Albert C. Laun, vice president of the Union 
Electric Company of Missouri, before em- 
ployees of the Mississippi River Power 
saa Keokuk, Iowa, November 6, 


Mr. Laun, who is also vice president of 
the Mississippi River Power Company, de- 
clared that the TVA as a yardstick of elec- 
tric rates has proved a failure, since private 
companies operating in the TVA area found 
that they could save money by erecting a 
steam plant rather than pay rates offered for 
TVA energy. Speaking of the trend toward 
dictatorship in control of United States 
utilities, Mr. Laun stated: 
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“Centralized government control of the 
utility industry would place in the hands of 
the governing body enough patronage to as- 
sure dictatorship of this country. The light 
and power business never was and never will 
become a monopoly under private owner- 
ship. The only way it ever could 
monopoly is by complete nationalization, The 
Federal government itself is the only power 
in this country sufficiently large to enforce 
a monopoly.” 


THE APPROACHING RevoLuTION. Address by 
Ross Schram before the National Safety 
mae Kansas City, Mo., October 1], 


In this address Mr. Schram, executive of 
the Twin Coach Company of Kent, Ohio, 
presents a collection of data pointing to the 
elimination of traffic congestion and acci- 
dents. The title of his address implies a 
revolution by the riders of public carrier 
vehicles on city streets whose rights and con- 
venience Mr. Schram claims are being un- 
fairly imposed upon by privately owned 
vehicular traffic. His data is gathered from 
files forwarded by fifty men in the city trans- 
port business, including chiefs of police, 
traffic divisions, and general superintendents 
of public transportation systems. 

Mr. Schram’s suggested “platform” in- 
cludes the elimination of downtown parking 
during rush hours and compulsory farside 
stops for public carriers. 


THE JUDGE TO THE Jury. Address by Federal 
District Judge Merrill E. Otis before the 
State Bar of California, Del Monte, Cal, 
September 10, 1937. 

This splendid address which has been re- 
produced in documented form by the Execu- 
tive Committee of the Lawyers Association 
of Kansas City, Mo., is of timely interest not 
only because of Judge Otis’ spirited opposi- 
tion to a pending bill (H. R. 4721) which 
would prevent Federal judges from discuss- 
ing and commenting on evidence in jury 
charges, but also because of recent “liberal” 
opposition and criticism even of judicial in- 
struction to trial juries, such as resulted in 
the recent conviction of fourteen striking 
seamen of the S. S. Algic.in a Federal dis- 
trict court in Baltimore, Md. 

Judge Otis gives sound and cogent rea- 
sons why Federal judges should not be re- 
duced to mere trial referees. His arguments 
are rich in historic description of the judge’s 
function to advise the jury as to facts. 


Workinc with Nature. By Stuart Chase. 
Survey Graphic. December, 1937. ae 
Stuart Chase, nationally known statistical 
economist, very active in his efforts on be- 
half of the legislation now pending in Con- 
gress to provide seven regional pl au- 
thorities, has appeared before a House 
committee as a witness. This article appears 
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WHAT OTHERS THINK 


among a symposium by prominent authors 
on “What has been taking shape in Ameri- 
can life in the quarter century of survey 
associates? What’s ahead?” published in the 
25th anniversary number of the Survey 
Graphic. i 

Mr. Chase is very broad in his devotion 
to regional conservation, covering such 
topics as Columbia river salmon, bird life, 
New Hampshire pine forests, flood control, 
so.1 erosion, soil refertilization, and gives 
comparatively little notice to the mundane 
subject of electric power which he never- 
theless did include as a necessary incident to 
a broader government program of regional 
rehabilitation. The original Norris (7 TVA) 
bill, he says, gives us a “new blueprint for 
the Land of the Free in its 7-star constella- 
tion of TVA’s from coast to coast.” 


NAVIGATION ON THE TENNESSEE River. Ad- 
dress by David E. Lilienthal, TVA Power 
Director. Meeting of the Southern Eco- 
nomic Association, Knoxville, Tenn., No- 
vember 5, 1937. 

By the end of 1938 a large section of the 
Tennessee river will become commercially 
navigable for the first time and, in about 
five years, according to present TVA sched- 
ules, an all-year minimum 9-foot channel 
for the entire distance from Knoxville to 
the Ohio river junction at Paducah, Ky., 
(648 miles) is in prospect. In this address 
Mr. Lilienthal sketched in glowing terms 
the inland water possibilities of the Tennes- 
see as part of a contemplated integrated 
network of waterways, the largest improved 
system in the world, which will move ship- 
ments between southeastern regions and 
such centers as St. Louis, Minneapolis, Chi- 
cago, New Orleans, Pittsburgh, and other 
Mississippi valley points. 

The speaker confined this discussion to 
the navigation features of the TVA pro- 
gram and its effect upon the economic fu- 


ture of the South. In brief, he claimed that 
Tennessee river navigation, as the cheapest 
form of bulk transportation, will greatly 
enhance the income and wealth of the people 
of the South and contribute to a more nearly 
balanced economic life for the nation. He 
did not, however, go into underlying cost 
factors nor consider the effect of such trans- 
portation on the railroad industry in this 
address. 


British EXPERIMENTS IN Pusiic OWNERSHIP 


AND ContrRoL. By Terence H. O'Brien, some- 
time Exhibitioner of Magdalen College, Ox- 
ford, and Instructor of Government, Har- 
vard University. Published by George Allen 
& Unwin, Ltd., London, England. 304 pp. 
10s 6d. 

Long before the Tennessee Valley Au- 
thority or the Authority of the Port of 
New York, England had experimented with 
semiautonomous public corporations. It is 
interesting to note from this work that the 
present trend in English authorities is one 
of increasing independence with respect to 
the mother government. In the utility field 
are three outstanding examples of such 
semiautonomous public bodies: the London 
Transport Board, the Central Electricity 
Board, and the British Broadcasting Cor- 
poration. This book is a factual analysis of 
such corporations as a model and it sug- 
gests that here may be the ultimate com- 
promise between the present ideological con- 
flicts over public and private ownership and 
control of public services. 

The British authority is a modified form 
of public control. 

Although the book does suggest such a 
solution, its general tone is far more prac- 
tical and factual than theoretical, and deals 
mainly with the history and record of the 
British utility bodies named. It is a work 
which the serious student of American utili- 
ty control would do well to acquire. 
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PWA Wins Suits 


HE power and utility program of the New 
Deal received a decided impetus from the 
U. S. Supreme Court as the justices met on 
January.3rd for the first time in the new year. 

In two unanimous decisions, rendered by 
Justice Sutherland, the court repudiated at- 
tacks by the Alabama Power Company and 
Duke interests upon the government’s policy 
of loans and grants to municipal electric 
plants competing with private enterprise. 
This action, said PWA Administrator Ickes, 
ended a 3-year fight by the power corporations 
and released $109,700,000 to 61 projects held 
up by injunctions in 23 states. (For digest of 
ruling see page 121.) 

Mr. Ickes’ delight over the court verdict 
was unconcealed, it was said. The adminis- 
trator denounced “the attempted assassina- 
tion” of the PWA power program. He said 
that for three years “these upholders of the 
Constitution” had pursued harassing tactics; 
but finally the “Supreme Court finds that they 
had no right to sue in the first place.” 

The Alabama Power Company suit, started 
in May, 1935, involved loans and grants of 
about $500,000 to Decatur, Hartselle, Russell- 
ville, and Guntersville, all in northern Ala- 
bama. The Duke Case, begun in 1934, hinged 
around a $2,852,000 loan and grant for the 
Buzzard Roost project. 

Wendell L. Willkie, president of the Com- 
monwealth and Southern Corporation, of 
which the Alabama Power Company is a sub- 
sidiary, in commenting on the Supreme 
Court’s decision against the Alabama Power 
Company, issued the following statement: 

“It simply means that the Federal govern- 
ment can continue its present policy of making 
outright gifts to municipalities with which to 
dunlicate the distribution systems of existing 
utilities. No utility, of course, can compete 
successfully against a competing plant built in 
whole or in part with free gifts from the 
Federal government and upon which the 
municipality does not have to make any re- 
turn. 

“This is particularly true in areas such as 
the Tennessee Valley Authority. where the 
municipality can purchase its wholesale supply 
of electric power at less than cost from such 
agencies. It is extremely unfortunate from 
the point of view of the utilities, but the 
Supreme Court has spoken and it is the last 
word. No one can now change the policy 
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The March of 


Events 


except the Federal administration itself.” 


Must Rehear Case 


VW meer deciding the legality of Presj- 
dent Roosevelt’s theory of a “prudent 
investment,” as a basis in valuing utilities for 
rate-making purposes, the U. Supreme 
Court on January 3rd returned the case of 
the Pacific Gas and Electric Company to the 
lower courts to see if rates prescribed by the 
California Railroad Commission were con- 
fiscatory. 

Even though the vital issue was not passed 
upon, many saw in the majority decision by 
Chief Justice Hughes, perhaps an oppor- 
tunity to upset the court’s 39-year old dictum 
that rate making must be built upon the cost 
of reproduction. It was believed the opinion 
gave to state regulatory bodies a chance to 
use the “prudent investment” basis if they 
wished. 

The opinion was reported to have produced 
a sharp division in the court. Justice Suther- 
land did not participate. Justice Black noted 
that he merely “concurred” in the result. A 
strong dissent was entered by Justice Butler, 
shared by Justice McReynolds. 

cial cognizance that the court did not 
settle the main question came from the Fed- 
eral Power Commission. Oswald Ryan, the 
general counsel, who argued for the govern- 
ment as a friend of the court in the Pacific 
Case, said the “situation was left. where it 
was before.” 

Clyde L. Seavey, acting chairman, said the 
decision would in no way affect the commis- 
sion’s program for determining “the actual 
legitimate investment” in utilities subject to 
its jurisdiction. His statement was regarded 
with peculiar interest, it was said, not only 
because of its substance, but because he was 
chairman of the California commission when 
the rates contested before the Supreme Court 
were put upon the Pacific Gas and Electric 
Company. 


Early Ruling Seen 


HE U. S. Supreme Court’s grant on Janu- 

ary 3rd of a review of lower court deci- 
sions upholding the registration provisions of 
the Public Utility Holding Company Act in 
the Electric Bond and Share Case, was said 
to give rise to the hope that a decision in the 
spring may end the long fight over the gov- 


112 





THE MARCH OF EVENTS 


ernment’s effort to compel the great public 
utility system to place itself under jurisdic- 
tion of the Securities and Exchange Com- 
mission. ; eee 

The Department of Justice and SEC joined 
last month with the defendant company in 
asking the review, the government contending 
that until all doubt on the points raised was 
finally cleared up effective administration of 
the act would be delayed. 

In some administration quarters it was be- 
lieved that the battle over the Utility Act 
would virtually be terminated if, as officials 
hope, the high court upholds the rulings of 
the Federal court for the Southern District 
of New York and the Second Circuit Court 
of Appeals, that §§4 and 5 of the act, calling 
for registration by utility holding companies, 
are valid legislation. 

This, it was felt, would pave the way for 
more peaceful negotiations between the utility 
companies and the SEC as to other provisions 
of the act, including §II, calling for simplifi- 
cation of corporate structures and as to 
the advisability or desirability of any modifi- 
cation of that section. 


TVA Inquiry Asked 


EPRESENTATIVE May of Kentucky, foe of 
R the Tennessee Valley Authority, intro- 
duced in the House on January 5th a resolu- 
tion proposing an investigation by the Military 


Affairs Committee into many charges he made 
against the authority. 

Mr. May, in a statement accompanying the 
resolution, said that only through a congres- 
sional investigation could all the facts be 
learned. He asserted that the resolution in- 
troduced by Senator Norris for a Federal 
Trade Commission investigation of the TVA 
would mean “a further expedition into the 
affairs of private power companies and the 
courts, rather than an investigation of the 
TVA.” 

From “reputable sources” have come 
charges against TVA “persistently” over a 
period of years, Mr. May said, and he listed 
them in his resolution, with directions that 
the investigating committee inquire into them. 

Among the charges listed by Mr. May 
were the following: 

(1) Extravagance and waste. 

(2) The practice of deceptive or untrue 
propaganda, both open and secret. 

(3) Internal discord and selfishness. 

(4) Favoritism in settlement of claims for 
land purchases, together with an autocratic 
attitude. 

(5) Neglect of the affairs of national de- 
fense, one of the fundamental responsibilities 
of TVA, for its “incidental function” of 
power development and sale. 

_ (6) The offering of unfair inducements to 
industrial organizations. 

(7) Partiality to giant corporations over 
the small consumer in power contracts. 


113 


TVA Reports to Congress 


HE Tennessee Valley Authority, with a 

total investment in its programs of $170,- 
416,718, of which $10,945,062 net is allocated 
to electric purposes, showed a net income 
from sale of electricity for the fiscal 
1937 of $714,622, according to the ann re- 
port of TVA which went to Congress on 
December 31st. 

The question of TVA earnings and the 
allocations of its appropriations to various 
purposes was a point at issue in the trial at 
Chattanooga in which the constitutionality of 
the TVA Act has been under the fire of 
private utility interests. 

Of the $170,416,718 reported by TVA as 
invested in its programs, $148,079,176 was 
allocated to navigation and flood control, 
$10,945,062 net to electricity, $2,297,287 to 
national defense, $7,995,159 to fertilizer and 
agricultural development, $885,976 to regional 
studies, experiments, and demonstrations, and 
$214,057 to emergency flood relief. 

The net figure of $10,945,062, representing 
total allocations to June 30th, for the elec- 
tricity program was arrived at by deducting. 
$2,087,497, described as “net income—reserved 
for amortization, construction, interest, and 
other purposes,” from the sum of the total 
electrical allocations—$12,663,129 for elec- 
trical plant and equipment, and $369,429 for 
electrical research and development. 

The report reviewed the work of TVA to 
date, offered arguments showing the advan- 
tages of public “integrated development” of 
inland waterways to private development, and 
pointed to the new businesslike administrative 
methods of TVA as a sort of model in which 
private business and educational institutions. 
have shown an interest. The report stated: 

“Today the TVA is developing the power 
necessary for the large-scale operation of 
war industries in this well protected strategic 
area. At the same time the assurance of navi- 
gation on the Tennessee system, connected 
with the Ohio, Mississippi, and Gulf water- 
ways, will be of the highest strategic impor- 
tance. The United States was seriously han- 
dicapped in the World War by shortage of 
power and by railway congestion, both of 
which bottlenecks will be relieved to some 
degree by the TVA program.” 

Discussing the advantages of public over 
private ownership in the “integrated devel 
ment” of a river, the report said that it could 
not be expected that a private company would 
pay much attention to such matters as im- 
provement of navigation for the general 
public, flood control, national defense, and 
conservation. 

Private interests, the report said, could 
profitably develop such a river as the Ten- 
nessee if it could have a monopoly, but, the 
report added, “no such all-embracing trust is 
likely to be allowed in our democratic , 
The only all-embracing organization is de- 
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mocracy itself.” It added that the job which 
TVA is doing in the valley is “too big for a 
private corporation.” In fact, the report 
stated, TVA feels that “with a board of direc- 
tors, a general manager, and an orderly de- 
partmental structure” it has made “and can 
continue to make a positive contribution to 
the prestige of business administration.” 

Directors of the Tennessee Valley Au- 
thority, reémphasizing their arguments for 
cheaper power, told Congress that private 
electric rates were too high. The TVA board 
asserted that private utility interests would 
not suffer if they cut rates. Such reductions, 
plus advertising and promotion, lead to “large 
increases” in sales, the report said. The 
directors concluded “that the market for 
electric current in domestic use is more elas- 
tic than the utilities had supposed.” 


SEC Approves Plan 


HE American Water Works and Electric 

Company, Inc., the first and only one of 
the 86 holding companies registered under the 
Holding Company Act of 1935 to file a volun- 
tary plan for reorganization under the so- 
called “death sentence” provision of the act, 
had its plan accepted on December 30th by 
the Securities and Exchange Commission in 
all major respects. 

The commission’s decision was regarded as 
a milestone in the short history of the SEC 
because of its demonstration that the com- 
mission was kindly disposed toward even the 
largest holding companies if they showed a 
cooperative attitude. 

A commissioner, commenting on the Ameri- 
can Water Works decision, said the phrase 
“death sentence” was a “misnomer” because 
it grew out of the mistaken belief of those 
who read the act in 1935 that it empowered 
the commission arbitrarily to destroy holding 
companies which had not simplified their 
structures by January 1, 1938. Actually, he 
explained, the commission only could proceed 
under the law, citing those companies which 
had not complied with §11 to show cause why 
they should not be compelled to adopt a plan 
of simplification. If they did not voluntarily 
propose such a plan, he said, the commission 
might then propose one, subject to court re- 
view. 

The official said several of the holding com- 
panies now registered with the commission 
were working in coéperation with its officials 
in an effort to draft plans that would comply 
with the provisions of §11. 

The commission in its decision expressed 
its sentiment on voluntary plans as follows: 

“In concluding this opinion, the commission 
wishes to point out that two alternative 
methods of securing compliance with the 
simplification requirements of §11 are pro- 
vided in the statute. One is by an order under 
$11 (b) which may be enforced through the 
courts, as provided in $11 (d); the other is 
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by a voluntary plan of a registered i 
company pursuant to the provisions of §]j 
(e), whereby the commission is empowered 
to approve a voluntary plan devised to enable 
an applicant to comply with the requirements 
of §11 (b). q 
“The commission recognizes that it is hi 
ly desirable that the simplification require. 
ments be effectuated by voluntary and codp- 
erative proceedings under §11 (e) rather than 
by involuntary proceedings under §11 (b) 
and §11 (d). For this reason it is the policy 
of the commission to render all appropriate 
assistance to the executives of a holding com- 
pany system desiring to comply voluntarily 
with the simplification previneen of the act, 
That policy has been followed in this case 
and has been facilitated by the constructive 
codperation of the applicant’s officers.” 


Rise in Power Demand 
Reported 


Bows dam, not scheduled for completion 
until next year, has already returned more 
than $2,000,000 to the Federal Treasury, John 
C. Page, Commissioner of Reclamation, re- 
ported on January 2nd to Secretary Ickes. 

Sale of power by the end of the calendar 
year 1937 amounted to $1,110,000 despite the 
fact that only one-fourth of the generating 
machinery had been installed. The dam was 
not in a sition to guarantee continuous 
service until June 1, 1937. 

In addition to the income from power, 
$906,000 came in as payments for generating 
machinery by the purchasers of power. Title 
to the equipment remains with the govern- 
ment. Mr. Page estimated that in 1938 the 
revenues from power would increase to 
$2,500,000 and payments for machinery would 
total $1,000,000, making total revenue of 


The dam represents an investment of $123, 
000,000, of which $96,000,000 was for the dam 
itself, and $15,500,000 for interest during con- 
struction, power machinery, and power-house 
equipment. 

Present power contracts will return the 
entire investment in the dam, with interest 
at 4 per cent, and will create a surplus in 
fifty years, the report declared. 

Purchasers of the 130,000,000 to 150,000,000 
kilowatt hours of electric energy now bei 
generated by the dam each month are the 
cities of Los Angeles, Pasadena, Glendale, 
and Burbank, all in southern California; the 
Nevada-California Electric Corporation, the 
Lincoln county power district, and the South- 
ern Nevada Power Company, the latter two 
obtaining power allocated to Nevada. 

Mr. dy 2 said the demand for power from 
Boulder dam was increasing at a remarkable 
rate, “and this demand arises not only from 
those who originally contracted for Boulder 
~ power but also from other agencies as 
well,” 
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SEC Approval Required 


HE Securities and Exchange Commission 
Tioee adopted a rule, designated 11F-1 
under the Public Utility Holding Company 
Act, which provides that any person propos- 
ing to submit any reorganization plan to a 
Federal court for a registered holding com- 
pany must file first with the commission an 
application for approval of the plan. 

The rule was adopted to eliminate any un- 
certainty that might arise because of an 
opinion issued some months ago by the gen- 
eral counsel’s office to the effect that reorgani- 
zation plans for registered holding companies 
and their subsidiaries need not be submitted 
to the commission for approval in cases where 
a trustee or receiver had been approved by a 
Federal court before the utility company 
registered with the commission under the 
Holding Company Act. 

This opinion now is reversed. Under the 
new rule also such an application may be 
combined with applications for a report by 
the commission on the plan and for permis- 
sion to solicit proxies. 


SEC Rule Amended 


2 SEC has amended its rule 17C-3 
under the Utility Act relating to officers 
and directors approved by a Federal court. 
Prior to the present amendment, the rule per- 
mitted a person with a financial connection 
to serve as officer or director of a registered 
holding company or subsidiary, provided that 
such person was appointed or designated to 


that office by a U. S. court in a bankruptcy 
proceeding. 

Under the new rule, subject to certain limi- 
tations, once a person is so appointed or 
designated, he may by virtue of the appoint- 
ment also serve as officer or director of any, 
subsidiary of the company or voting trust. 

The commission also amended certain of 
its rules in order to simplify the procedure 
for hearing applications and declarations 
under the Utility Act. 

Rule 7A-1, which describes the form of 
declarations, has been amended to include the 
requirements that every order for hearing on 
a declaration shall contain an order to the 
declarant to show cause why such declara- 


tion shall become effective. 


Rule 3, which formerly provided general 
requirements for applications for exemptions 
under §§2 and 3 of the act, has been amended 
so that it applies to any application for an 
order of the commission or any declaration 
filed under any requirement of the act. The 
amended Rule 3 also provides that any appli- 
cation or declaration may state that the ap- 
plicant offers it in evidence at any hearing on 
the matter. If such offer is made, the appli- 
cation or declaration will be received in evi- 
dence at such hearing as proof in support of 
the allegations therein, without the necessity 


of any further appearance or introduction of 


evidence by the applicant, provided, however, 
that no objection is made by the commission 
or other interested person. 

The rules of practice also were amended so 
as to make inapplicable the requirement of a 
trial examiner’s report to uncontested cases. 


Arkansas 


Stock Transfer Authorized 


Arent for the Arkansas Power and 
Light Company to take over from the 
Garland Power and Development Company 
capital stock of the Capitol Transporation 
Company, amounting to $25,000, was granted 
by the state utilities commission following a 
hearing on December 23rd. 

The transaction affected only the capital 
structure of the three companies, since the 
Arkansas Power and Light Company owns 
all capital stock of the Garland Power and 
Development Company. The intermediary 
company was to be dissolved. 

The transportation company operates the 
street railway and bus systems of Little Rock 
and North Little Rock. It owns the North 
Little Rock system outright and leases the 
Little Rock system from the Arkansas Power 
and Light Company. Data introduced by the 
power company at the hearing showed that 
the transportation company paid pee 
for its lease for the year ending November 
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30, 1937. The lease for the year ending 
December 31, 1936, cost $134,692, it was shown 
in records filed with the state department of 
public utilities. 

Records also showed that the transporta- 
tion company’s power department cost ap- 
proximately $86,000 for power for the r 
ending November 30, 1937, of which ut 
$79,000 was for power used by the Little Rock 
system. It purchases all its power from the 
Arkansas Power and Light Company. 


Rate Schedule Approved 


HE state utilities commission last month 
granted customers of the Citizens Elec- 
tric Company of Hot Springs an $84,725 rate 
reduction. It approved a new schedule of 
residential and commercial cha: effective 
January Ist, which was submitted by the 
utility pursuant to an order several months 
ago for a rate cut of at least $70,000 annually. 
Residential customers will save $25,097 an- 
nually. Savings to the commercial consumers 
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will total $44,036 a year. The balance of the 
reduction will go to small power users. In- 
cluded in the total reduction was a recently 
authorized cut of about $5,000 in street light 
service charges. 

The new rates were based on the company’s 
revenue for the year ending September 30, 
1937. The minimum monthly bill will be $1 
with a minimum connection period charge of 


The new schedule for residential consumers 
per month is: 7 cents per kilowatt hour for 
the first 25 kilowatt hours; 5 cents per kilo- 
watt hour for the next 25 kilowatt hours; 
34 cents per kilowatt hour for the next 75 


kilowatt hours; 24 cents per kilowatt 
for additional power. a 

The schedule for commercial customers js: 
7 cents per kilowatt hour for the first 10) 
kilowatt hours; 5 cents fed kilowatt hour 
for the next 150 kilowatt hours; 4 cents per 
kilowatt hour for the next 350 kilowatt hours: 
3 cents per kilowatt hour for the next 7) 
kilowatt hours; 24 cents per kilowatt hour 
for all additional power. 

The commission said residential savings on 
typical bills will range from 50 cents to $3.4 
per month for residential consumers and 
from 50 cents to $42.50 per month for com- 
mercial consumers. 


Illinois 


Gets Refund Residue 


HE Illinois Bell Telephone Company on 

December 23rd was awarded $1,503,000 
remaining from the refunding of $18,897,980 
ordered by the U. S. Supreme Court for the 
benefit of subscribers who paid overcharges 
on certain coin-box services for a period of 
eleven years. 

Overruling the claims of the state, city, 
county, and attorneys for individual subscrib- 
ers, a statutory Federal court declared that 
the company was entitled to the residue. The 
court was comprised of Judge Evan A. 
Evans, senior judge of the U. S. Circuit 
Court of Appeals, and Judge James H. Wilk- 
erson, senior on the U. S. District Court 
bench. 

The company, the court declared, had spent 
$3,000,000 of its own money in promptly mak- 
ing a canvass on 900 million items of over- 
charges. Secondly, an estimated one-third 
of the 300,000 subscribers who didn’t apply 
for refunds were persons who owed the 
company money for service, the court said. 

By the order the company will pay the 
state commerce commission 000 and ex- 
penses incurred by the commission in con- 
nection with the refund, and $37,000 to J. 
G. Wray & Co., special consulting engineers 
for the city of Chicago in the case. The city 
financed ten years of litigation which ended 
with the ruling in 1934 by the high court that 
excess collections must be refunded. 


To Sift Power Rates 


J serrrorie its second major rate inquiry 
within six weeks, the Federal Power Com- 
mission late last month called for an immedi- 
ate investigation of the rates and agreements 
under which the Chicago District Electric 
Generating Corporation sells electric energy. 
This investigation follows that into the rates 
of the Safe Harbor Water Power Corpora- 
tion. 

The agreements under which the Chicago 
District Electric Generating Corporation sells 
its entire output to the Commonwealth Edi- 
son Company of Chicago, which takes 95 
per cent of the generating corporation’s ca- 

acity, and the Northern Indiana Public 

ervice Company, which takes the remainder, 
provide that the purchasers must pay for the 
energy on such a basis as to render the gen- 
erating corporation a return of at least 12} 
per cent upon its actual property investment. 
The agreements stipulate that each of the 
purchasing companies pays its share of fixed 
charges, as defined in the agreements, on the 
investment of the generating corporation ac- 
cording to the proportionate part of the net 
capacity of the plant assigned to each. 

The property has not been valued by any 
state commission or court and the fixed 
charges of the generating corporation, the 
commission’s order of investigation stated, 
are based upon the actual investment of the 
generating corporation in its property. 


Kansas 


Application under Advisement 


eps state corporation commission recently 
f took under advisement the protested ap- 
plication of the Sedgwick County Electric 
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Codperative Association for authority to op- 
erate as a public utility and issue capital stock 
and notes and mortgages. 

Opposing the application was the Kansas 
Gas and Electric Company, which contended 
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50 miles of the codperative’s lines would 
parallel its own. Attorneys argued the asso- 
ciation, an REA project, would use Federal 
money at 3 per cent interest in competition 
with the 6 per cent required of other power 
companies borrowing funds. 

The association, with headquarters at God- 
dard, proposes to serve a territory “mostly 
west of Wichita.” 

Also in question was whether the argu- 
ments brought out by opponents of the Sedg- 
wick project would have any bearing on other 
similar projects in other counties. G. W. Jones, 
superintendent of the Kaw Valley project (in- 


cluding Shawnee county), said “REA doesn’t 
require the farmers in Sedgwick county or 
any other coéperative group to shoulder any 
obligation concerning REA loans.” Quoting 
REA Administrator Carmody, Jones said: 

“You (farmers) will not have to put up 
any mortgages on your property and you will 
have positively no direct personal liability for 
repaying the loan made for constructing the 
lines, or for any damage to life or property 
from falling wires. Your only liability is to 
pay your electric bill for the length of time 
you use the current, and to give your project 
your moral support and cooperation.” 


Kentucky 


Commission Report 


6cT® utility regulation in Kentucky in the 
future is to be effective,” the state pub- 
lic service commission said in a biennial re- 
port made public on December 20th, addi- 
tional funds must be made available and the 
existing Public Service Commission Act must 
be changed to broaden the commission’s 
powers. 

The report, made to Governor A. B. Chand- 
ler, covered the calendar years 1936 and 1937. 
It was submitted by Charles J. White, com- 
mission secretary. 

Since January 1, 1936, the commission re- 
ported, utility service rates in Kentucky had 
been reduced by more than $2,450,000, affect- 
ing 541,623 customers. Of the total cuts, $1,- 
760,000 was in electric rates, $591,000 in tele- 
phone rates, $63,000 in gas rates, and $39,000 
in water rates. Most of the reduction, the com- 
mission pointed out, is permanent and will 
recur annually. “Greater effectiveness” in the 
matter of rate investigations was predicted 
by the commission for the future. 

The commission declared its rate revisions 
were made only on the basis of a thorough 


study of the rate schedules of the companies 
involved. The report read: 

“The commission is interested in obtaining 
for the people of Kentucky adequate utility 
service at the lowest possible rates consistent 
with reasonable protection of investments 
which have been fairly made in utility enter- 
prises.” 

To this end, the commission said, it has held 
conferences with representatives of the Ten- 
nessee Valley Authority “to determine to what 
extent electric power being generated at the 
authority’s projects can be utilized by utilities 
and communities in Kentucky.” The report 
continued that according to present plans “it 
appears that TVA power may be a reality, in 
western Kentucky at least, within the next 
two years.” 

The commission expressed the opinion “one 
of the basic difficulties” with the present Pub- 
lic Service Commission Act is the section pro- 
viding for assessments of utilities to provide 
a maximum of $75,000 annually for the com- 
mission’s upkeep. This amount, the commis- 
sion said, is inadequate and the principle of 
apportioning the commission’s cost pro rata 
among the utilities is not entirely fair. 


M ichigan 


Rural Power Pact Sought 


woes farm leaders were jubilant last 
month over the progress made at a re- 
cent conference called to end the battle over 
rural electrification in Michigan. The meeting 
was attended by representatives of the REA, 
the power companies, the state public utilities 
commission, and farm organizations. 

Farm leaders believed they had uncovered 
a basis for peace but before it can become per- 
manent or even permit an armistice to be 
negotiated, it will be necessary for the legis- 
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lature to enact zoning legislation. By unani- 
mous vote, the conference took steps to obtain 
this legislation by authorizing the appointment 
of a six-man committee to draft a plan for 
submission to the state legislature. 

This committee will include Ira Wilmoth, 
of Adrian, president of the Michigan Farm- 
ers’ Union; C. H. Bramble, of Lansing, master 
of the Michigan State Grange; Wayne New- 
ton, of Lansing, legislative representative of 
the Michigan State Farm Bureau; C. A. 
Winder, of Lansing, representing the REA co- 
éperatives, with Harry Grayson, of Ubly, as 
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alternate, and Joseph M. Donnelly, represent- 
ing the state public utilities commission. 

Power companies announced their repre- 
sentatives would be chosen by mail ot, as 
only three corporations sent delegates to the 
conference. They were the Detroit Edison 
Company, the Consumers Power Company, 
and the Indiana & Michigan Electric Company. 

The conference committee was directed to 
investigate the advisability of seeking legisla- 
tion to allocate territory among the REA and 
private companies. Farmers, however, would 
be given the right to select companies by 
referendum vote. Administration of the act 
would be given to the state public utilities com- 
mission. 


Hand-set Fee Dropped 


T= Michigan Bell Telephone Company, 
yielding to an order of the state utilities 


commission, recently agreed to eliminate a 
midnight on December 3lst its long-disputed 
rental charge for the use of French or 

type instruments. Savings to telephone sy. 
scribers were estimated by the commission at 
$325,000 a year. 

In addition to canceling rental charges on 
cradle phones presently in use, the order per- 
mitted subscribers who had the upright or 
desk-style instruments to obtain the cradle 
phones with no charge except an installation 
fee. The installation charge ranges from $1 
in smaller communities to $1.50 in Detroit, 

In a statement accepting the commission's 
order, G. W. Welch, president of the telephone 
company, said the reduction in revenue was not 
justified. The company was accepting, he 
added, “because of our desire to codperate 
with the commission in determining a distri- 
bution of charges for telephone services that 
will be acceptable to our customers,” 


Missouri 


Rate Dispute Ended 


N o longer will the city of St. Louis and the 
Laclede Gas Light Company engage in 
protracted rate litigation under an agreement 
reached between the city and the company and 
announced last month by Mayor Dickmann, 
under which agreement the city gained several 
concessions, 

The accord provides that whenever it is 
necessary to adjust rates to be charged by the 
Laclede Company, it will be done by confer- 
ences with representatives of the city coun- 
selor’s offices and the company, subject, how- 
ever, to the approval of the Missouri Public 
Service Commission. 

To be determined independently of the 
agreement is the natural gas investigation 
pending before the state commission. Mayor 
Dickmann pointed out that the company had 
submitted a report prepared by natural gas 
experts and engineers as to the feasibility of 
substituting of natural gas for the mixture 
of natural and manufactured gas now supplied 
to St. Louis consumers. The mayor said the 
city and the public service commission were 
analyzing the report and would submit their 
reports and conclusions promptly so that an 
early decision could be reached by the com- 
mission, 

Under the agreement the company agreed 
to pay the 5 per cent franchise tax on its gross 
receipts, which amounts to approximately 
$350,000 a year. The city and company agreed 
to the $39,000,000 valuation of assets for rate- 
making purposes as fixed by the state com- 
mission in 1934. 

The company agreed to refund to its cus- 
tomers $926,054, which it has collected while 
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contesting in the courts the 6 per cent rate 
reduction ordered by the commission on the 
basis of a $39,000,000 valuation. The company 
is to pay the city $550,000 as a 5 per cent tax 
on its gross receipts since the tax was imposed 
in March, 1936. The company is to dismiss its 
Federal court suit contesting the validity of 
this tax. 


Report Made Public 


S’™ C. Hargus, who retired as chairman of 
the state public service commission on 
January Ist, recently made public a report of 
the commission on its operation for the year 
ended November 30th. The report filed with 
Governor Stark showed that 2,777 orders were 
issued, and that utility rates were reduced $1,- 
350,000. 

From December 1, 1936, to November 30, 
1937, there was completed by the engineering 
department appraisal of utility properties hav- 
ing a reproduction cost of $125,000,000. In this 
group of valuations was included the Kansas 
City Power and Light Company, Springfield 
Gas and Electric Company, Kansas City Gas 
Company, Kansas City exchange of the South- 
western Bell Telephone Company, and the 
Capital City Water Company of Jefferson 

ity. 


G 
The engineering department was reported 


to be making an appraisal of all the properties 
of the Southwestern Bell Telephone Company 
in Missouri. These embrace exchanges in St. 
Louis and 86 other cities, 

During the year rate reductions totaling 
$1,350,000 were made through efforts of the 
commission. The reduction in electric rates 
was slightly less than $1,300,000, while that 
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in telephone rates approximated $50,000. 
Water rates were reduced $5,790. 

The reduction in rates, it was said, did not 
include the decrease ordered by the commis- 
sion several years ago in gas rates of the Lac- 
lede Gas Light Company of St. Louis. The an- 
nual reduction for that company amounted to 
approximately $350,000. 


A proposal to have straight natural gas fur- 
nished to customers in St. Louis is being 
studied by the commission. 

The department investigated and the com- 
mission authorized security issues totaling 
$111,000,000 during the year. This was an in- 
crease of 45 per cent in the amount of bonds 
authorized over the previous year. 


Nebraska 


Favors Utility Purchases 


S. Senator George W. Norris last month 
U. endorsed the purchase of the state’s 
privately owned utility firms by the three 
major hydroelectric projects in Nebraska on 
the grounds the purchase would mean both 
cheaper irrigation and electric power. 

In a letter to W. R. Maloney, director of the 
Platte Valley Public Power and Irrigation 
District, Norris said the purchase was neces- 
sary but urged “the price be fair, both to com- 
panies and the public projects.” The Senator 
said he did not see “any objection to the pur- 
chase based to a great extent on the earning 
capacity” of the private power firms. He ex- 
pressed confidence in J. D. Ross, who was ap- 
pointed by the public power districts to ap- 
praise the power company properties. 

Norris said he felt completely “in sympathy 
with what is being attempted in Nebraska” and 
that in addition the purchase as recommended 
by Ross would obviate the danger of legal 
difficulty which usually arises in the proposed 
purchase of such properties. He declared such 
litigation would be drawn out and expensive 
and “while the people may win in the end, they 
are extremely damaging in a financial way.” 

Turning to the relative merits of develop- 
ment of electric power and irrigation, Norris 
said it was more important for the farmer to 


have cheap irrigation than cheap electricity, 
but that in order to make it possible for the 
farmer to get cheap water for irrigation, it 
was necessary to generate and dispose of all 
electricity which can possibly be developed. 
The two, he said, work hand in hand, one help- 
ing to reduce the cost of the other. Norris 
urged the three projects be united. 

L. R. King, president of the lowa-Nebraska 
Light & Power Company, recently announced 
that the company does not want to sell its 
properties in Nebraska and that there were no 
negotiations for their sale to the state public 
power districts or anyone else. 

Mr. King charged that the “purchase 
scheme” of eastern promoters had been 
brought about by two elements to cover up the 
ability of the state districts to show any ability 
to produce stable, reliable electric power or 
to generate anything except operating troubles ; 
and an attempt by Wall street bankers to seize 
the Nebraska situation as an opportunity to 
make huge commissions, running from two 
and a half million to five million dollars. 

W. M. Bird, president of the Western Pub- 
lic Service Company of Scottsbluff, subse- 
quently announced that he had been informed 
the Platte valley (Sutherland) public power 
and irrigation district was no longer interested 
in the purchase of properties in the firm’s 
western division. 


Rhode Island 


Rate Hearing Planned 


PUBLIC hearing on the question of discon- 
A tinuing the 75-cent monthly charge on 
telephone extensions and on a reduction in 
telephone rates in the city of Warwick will be 
ordered, Michael DeCiantis, chief of the state 
division of public utilities, said recently. 

Governor Robert E. Quinn, at whose sug- 
gestion Mr. DeCiantis looked into the tele- 
phone extension and Warwick rate questions, 
was informed of the utilities chief’s decision 
in a letter on December 29th. 

Mr. DeCiantis announced his decision to 
hold a public hearing after he had been in- 
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formed by Harold E. Fasick, manager of the 
Rhode Island division of the New land 
Telephone and Telegraph Company, and coun- 
sel for the concern, that the state’s request 
for discontinuance of the monthly extension 
charge and for a reduction in Warwick rates 
could not be complied with. Mr. DeCiantis 
declared that in fairness to the telephone com- 
pany and to the people of the state he felt a 
public hearing should be held on the matter. 
The date of the hearing, it was said, would 
be set ten days from the date the notice is re- 
ceived by the company. At that time officials 
of the company would be requested to appear 
with data to support their contention that the 
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extension charge and the reduction in War- 
wick rates cannot be effected. 

Mr. DeCiantis pointed out that the installa- 
tion charge for an extension is $2 and the 


monthly rate 75 cents thereafter for as long 
as the extension is utilized. During the course 
of a single year, he declared, the extension user 
pays $9 in addition to his bills for service, 


Texas 


Bond Election Contested 


HE Texas Public Utilities Corporation 
last month filed suit in district court at 
Weatherford contesting the validity of the re- 
cent election held in which citizens of Weather- 
ford voted in favor of bonds for a municipal- 
ly owned electric and water plant. The plain- 


tiffs asked an injunction against the city com. 
missioners prohibiting them from issuing or 
selling such bonds before the election contest 
suit is tried. 

In the petition filed the Texas Public Utili-. 
ties Corporation alleged the election was jj- 
legal because many who were not qualified 
voters were allowed to vote in the election, 


Utah 


Power Rate Study 


stupy of the properties, rates, and prac- 
tices of the Southern Utah Power Com- 
pany and Telluride Power Company was 
scheduled to be made after January Ist by the 
state public service commission, heads of the 
companies were advised last month by Com- 
mission Chairman Ward C. Holbrook, who 
stated in his letters to the companies: 

“It is the desire of the public service com- 
mission to have available to the people of this 
state an adequate and dependable supply of 
electric energy at the lowest possible cost so 
that the industries depending on electric energy 
may be encouraged to expand their activities 
and thus contribute to the development of 
Utah, and that other users might have the 
privilege and convenience of a full use of 
electricity in their homes and businesses. 

“We are sure that your company has a 
similar aim and to accomplish this end it ap- 
pears to the commission it is desirable to make 
such adjustments in the practices and rates 
charged for service as will lend to a full use 
of electricity by the people whom you serve.” 


Power Rate Cut 


LECTRIC power rate reductions which will 
save Utah customers of the Utah Power 


* 


and Light Company approximately $350,000 a 
year were ordered on December 30th by the 
state public service commission. The order 
brought to conclusion the rate case started 
against the company four years ago, which re- 
sulted in an extensive inquiry into rates and 
practices of Utah’s largest electric utility. 

The savings made possible by the order— 
affecting all classes o wer users—brought 
total reductions pinnae Aa the state commis- 
sion since the case was instituted December 13, 
1933, to approximately $850,000. 

Chairman Ward C. Holbrook of the com- 
mission said the order provided that more than 
half the saving would accrue to residential and 
farm consumers, with the next largest re- 
duction going to small power users, and the 
remainder being divided between commercial 
lighting and large power consumers. The re- 
ductions would become effective on three 
dates, January Ist, April Ist, and July Ist. 

There will be a simple, uniform residential 
schedule, with rates ranging from 1.5 cents to 
5 cents a kilowatt hour after the minimum 
charge of 90 cents for the first 11 kilowatt 
hours. It will be put into effect on April Ist. 
This schedule will be applicable to all domestic 
consumers regardless of locality of residence 
and domestic use to which the electricity is put. 

The deferred payment charge will be re- 
— from 10 to 5 per cent, effective July 1, 
1938. 


Washington 


Company Given Extension 


Sm public service department officials re- 
cently announced that the Puget Sound 
Power & Light Company had been given until 
July 1st to comply with the Seattle apartment 
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house order of last October. Original effective 
date of the order was January Ist. The power 
- y requested extension of time because 
of the 


necessity of purchase and installation 


of 6,000 meters. The order forbids continu- 
ance of discriminatory rate practices, 
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The Latest 
Utility Rulings 


Federal Financing of Municipal Plants 


Is Upheld 


HE right of the Federal government 
ga to make loans and grants for pub- 
lily owned electric plants was upheld by 
the United States Supreme Court. The 
constitutionality of the government’s ac- 
tivities was challenged by the Alabama 
Power Company and the Duke Power 
Company, which sought to enjoin Fed- 
eral financing of projects in four Ala- 
bama municipalities and at Buzzard 
Roost in Greenwood County, South 
Carolina. 

Mr. Justice Sutherland, delivering the 
opinion of the court in the Alabama 
Power Case, said that competition by the 
municipalities was “entirely lawful.” 
While a Federal loan might frustrate the 
company’s hopes of a profitable invest- 
ment, he said, this would not violate any 
legal right. The court of appeals for the 
District of Columbia had ruled that no 


“legal or equitable right of the power 
company had been invaded and the com- 
pany therefore was without standing to 
challenge the validity of the administra- 
tor’s act.” With this view the highest 
court agreed. The opinion continued: 


It, therefore, appears that each of the 
municipalities in question has authority to 
construct and operate its proposed plant and 
distribution system in competition with peti- 
tioner [Alabama Power Company] and to 
borrow money, issue bonds and receive 
grants for that purpose; that it determined 
to do so of its own free will, without solicita- 
tion or coercion; that there was no con- 
spiracy between any of the respondents and 
other person, or any effort or action mo- 
tivated by a desire to cause injury or finan- 
cial loss to petitioner, or any purpose to 
regulate rates or foster municipal ownership 
of utilities. 


Alabama Power Co. v. Ickes; Duke 
Power Co. et al. v. Greenwood County. 


Holding Company Practices Deplored 
in Reorganization Proceeding 


ALE of the electric properties of the 
S insolvent St. Louis Gas & Coke Cor- 
poration to the Granite City Generating 
Company, which is to be organized, and 
the leasing of these facilities to the Lac- 
lede Power and Light Company, were ap- 
proved by the Federal Power Commis- 
sion. The commission described its action 
as an effort to salvage something of value 
out of the wreckage created by holding 
company manipulation. The St. Louis 
Gas & Coke Corporation is a subsidiary 
of the Utilities Power & Light Corpora- 
tion, which is in bankruptcy proceedings 
in the district court of the United States 
for the northern district of Illinois. 

An issue of $1,554,080 of 5 per cent 
first mortgage and collateral trust certifi- 


cates, which are to be exchanged for the 
St. Louis Corporation bonds now held by 
some 6,000 public bondholders, repre- 
sents the consideration for the transfer. 
This issue, it was stated, will mortgage 
the electric properties in an amount esti- 
mated as equal to 100 per cent of their 
value. The majority opinion states in 
part: 

If the commission could deal with this 
proposed sale and lease as transactions be- 
tween parties financially able to negotiate on 
the open market, different considerations 
might be justified, but since this is an at- 
tempt after months of negotiations to afford 
to the public investors a means of securing 
a return on their investment, and as the hold- 
ing company, now in receivership, is rele- 
gated toa a the commission is 
inclined to regard the rights of these public 
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bondholders as of primary importance after 
the consumers have been protected. 

It should be reiterated that the commis- 
sion is dealing here with a bad situation 
created by the indefensible practices of the 
holding companies in control of the financial 
destiny of the St. Louis Corporation and its 
predecessors, before such practices were 
brought under Federal regulatory control 
except such control as could be exercised in 
receivership or bankruptcy proceedings after 
the holding companies had completed their 
destructive operations. The large issue of 
bonds secured by the St. Louis Corporation 
properties, both electric facilities, was se- 
cured by a property which does not have a 
value upon the most optimistic estimate of 
one-third of the face value of the bonds out- 
standing. ... Any alternative to the adoption 
of the reorganization plan after all of the 
negotiations and intensive study to which 
that plan has been subjected, would appar- 
ently mean additional injury to the public 


bondholders, unnecessary expense to the con. 
suming public, and perhaps additional 
to the holding company or its subsidiaries 


It was suggested that for the protection 
of those investors who might, after the 
original issue, acquire any of the first 
mortgage and collateral trust certificates 
to be issued by the trustees a statement 
appear on the face of each trust certificate 
so issued that the face value of the trust 
certificates originally issued by the 
trustees was substantially equal to the 
claimed value of the underlying physical 
property. The commission’s order pro- 
vided that there should be no changes in 
the lease without the commission’s au- 
thorization. Re Evans, Trustee in Bank- 
ruptcy for St. Louis Gas & Coke Corp. 


e 


Identical Bids on Construction Materials 


UTHORITY to construct an electric ex- 
tension to serve an industrial cor- 
poration was granted by the Pennsyl- 
vania commission, although the commis- 
sion found that identical quotations had 
been submitted by manufacturers .pro- 
posing to furnish equipment, which, in 
the words of the commission, “give rise 
to the inference or presumption that there 
exists between the companies submitting 
bids an illegal combination in restraint of 
trade controlling the prices and in effect 
destroying the competition that should 
exist in the prices for the equipment on 
which bids were requested.” 

The industry to be served was expected 
to employ some 4,000 men, and the com- 
mission took the position that a refusal 
to approve the application would not cor- 
rect the present “nefarious condition.” 
A denial of the application would keep 
closed the door to employment of some 
4,000 men who would be gainfully em- 
ployed. The commission said further : 

Such employment will not only remove 
the hardships and improve the well-being of 

many presently unemployed, but will im- 


prove business by increasing the purchasing 
power of many consumers, and reduce the 


e 
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relief rolls and thereby ease the burden of 
the government and the taxpayer. 

Permanent relief from these combinations 
of corporations enhancing the prices of 
equipment used and useful in the public 
service and necessary in the construction of 
public utility systems can only come by re- 
ferring this reprehensible condition to the 
Federal Trade Commission and the Anti- 
Trust Division of the Federal Department 
of Justice for such action as they may deem 
proper. This existing condition will be so 
referred. 


Commissioner Richard J. Beamish dis- 
sented from the order of the majority for 
a number of reasons which he stated at 
length. The substance of his dissent was 
that approval of the application “recog- 
nizes, condones, and puts into effect un- 
just and illegal prices for electrical equip- 
ment which prices have been collusively 
arranged and agreed upon by the manu- 
facturers named in the report and order.” 
He declared that through application of 
the principle of reproduction cost in the 
pending rate case these prices would bind 
the commission and “the unfortunate 
ratepayers to a fictitious, illegal, and un- 
just valuation.” Re Duquesne Light Co. 
(Application Docket No. 39573). 
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THE LATEST UTILITY RULINGS 


Employee Contributions for Securities 
Are Disapproved 


HE New York commission, in pass- 
Te upon a complaint against elec- 
tric rates in view of an offer of rate re- 
ductions, disallowed various items as 
operating expenses, including company 
contributions toward the purchase of 
bonds of an affiliated corporation and de- 
ductions from employees’ pay for the 
same purpose, 

The bonds were those of the Utilities 
Employees Securities Corporation, an 
investment company controlled by the 
Associated Gas & Electric System and 
whose investments consist of Associated 
Company securities. The operating com- 
pany is a member of the system. Com- 
missioner Lunn, discussing these pay- 
ments, said; 


Mr. Cohen testified that the companies in 
the Associated System adopted the practice 
several years ago of having employees con- 
tribute approximately 10 per cent of their 
salaries or wages for the purpose of paying 
for subscriptions to bonds of the Utilities 
Employees Securities Corporation, the oper- 
ating companies paying one-third of the 
amount paid by the employees. It appears 
that practically all employees receiving 
compensation above a stated figure subscribe 
to this investment plan; which indicates that 
the subscriptions are not voluntary. ... Mr. 
Cohen testified that such payments by the 
Elmira Company and the payments by its 
employees are not includible in operating 
expenses or fixed capital for the reason that 


the bond to which subscription is made and 
indenture referred to therein, provide that 
at maturity payment may be made in securi- 
ties in the U. E. S. Co. treasury to an amount 
not exceeding market value. The system of 
accounts recently prescribed provides that 
no amounts for salaries or wages may be 
charged to operating expenses or operating 
property, which are not paid to employees 
affected subject to their free disposition. 
This is ~—c, to payroll deductions made 
for U. E. S. Co. 


Charges by an affiliated company for 
services were disallowed under a prior 
direction by the commission that no fur- 
ther charges should be made to fixed capi- 
tal and operating expenses on account of 
such payments. The commission held, 
however, that some allowance should be 
made to take the place of such expenses. 

Commercial expenses, it was held, 
should be allocated between departments 
on the basis of the number of active 
meters rather than on the basis of oper- 
ating revenues from gas and electric op- 
erations. Administrative and general ex- 
penses, it was held, should be allocated 
in the ratio of the direct payrolls of each 
department instead of being based on op- 
erating revenues. The bulk of these ex- 
penses consisted of salaries. Customers 
v. Elmira Light, Heat and Power Cor- 
poration (Case No. 8506). 


Telephone Rates in Metropolitan Area 


HE Illinois commission ordered a re- 

duction in rates of the Illinois Bell 
Telephone Company and denied a request 
for rate increases to cover the 3 per cent 
state tax on gross revenues. Several 
changes were made in the structure of the 
rate schedules in the city of Chicago and 
the surrounding territory. 

More than half of the residence tele- 
phones in Chicago, as of January 31, 
1937, were four- ~party coin-box telephones 
on which the minimum rate was 7} cents 
per day, equivalent to $2.25 for 45 calls 
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in a 30-day month. This rate had been 
made effective by the United States Su- 
preme Court decision on Chicago tele- 
phone rates in 1934. Since that time there 
had been a considerable shift of sub- 
scribers from two-party measured rate 
service to this lowest price service. From 
a service point of view the commission 
felt that four-party service in a city the 
size of Chicago was not satisfactory. The 
disadvantages were said to be aggravated 
in the case of coin-box service. min- 
imum charge for two-party mezsured 
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service was $2.75. In view of these facts 
the commission said: 

. .. the commission feels that a consider- 
able advantage will accrue to subscribers by 
making the two-party measured service 
available to them at the same rate which 
they are now paying for four-party service. 
This does not represent any rate reduction 
which can be measured in dollars and, of 
course, is not included in the total reduc- 
tions referred to above. It simply makes a 
better grade of service available without the 
increase in the charges which the subscriber 
would have to pay for such service under 
the present rates. 

In view of the availability of the two- 
party service at this rate and in view of 
the higher cost of furnishing coin-box 
service, and, further, in view of the re- 
moval, to a large extent, of the need for 
four-party service on account of techni- 
cal improvements, the company was per- 
mitted, if it should accept the other pro- 
visions of the order, to close the four- 
party coin-box rate to new subscribers. 

The commission also ordered the 
elimination of the extra charge for hand- 
set telephone instruments, but it was 
pointed out that if all restrictions were 
removed immediately, all subscribers 


having the older type sets would want the 
new equipment at once. In order that the 
changeover might take place in a sys- 
tematic manner the company was fe. 
quired to install hand sets as rapidly as 
the available supply would permit in 
place of the older types in all cases where 
the equipment on the customer’s premises 
has to be changed or replaced, including 
all cases in which the location of the sub. 
scriber or of the telephone on the sub- 
scriber’s premises is changed. It was said 
that with removal of the monthly 

on hand sets a change from a desk set to 
a hand set made at the special request of 
a subscriber would automatically come 
under the existing regulations of the 
company requiring a so-called change 
charge. 

The company was also required to file 
optional rates which would give to sub- 
scribers in the Chicago “metropolitan 
area” who make a substantial number of 
toll calls within that area the benefit of 
certain decreasing unit charges for such 
calls. Illinois Commerce Commission v, 
Illinois Bell Telephone Co. (No. 23146, 
23774). 


e 


Motor Carrier Right Suspended for Violating 
Hours-of-service Rule 


VERRULING jurisdictional and other 
objections by an interstate and in- 
trastate motor carrier company, the New 
Hampshire commission ordered that any 
and all registration certificates issued by 
the commission permitting the company 
to transport property for hire between 
points within the state be suspended for 
a period of five days because of a viola- 
tion of New Hampshire regulations gov- 
erning the hours of service by motor 
carrier operators. The New Hampshire 
statute relating to hours of service by 
drivers of motor vehicles prohibits op- 
eration by a driver after he has been con- 
tinuously on duty for twelve hours. 

One of the defenses advanced by the 
company was that the commission was 
without jurisdiction because the company 
was engaged in interstate commerce. It 
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was argued that the Motor Carrier Act 
vested jurisdiction in the Interstate Com- 
merce Commission and that the state law 
became inoperative. The commission 
concluded : 


Although we have discussed at length the 
contentions of the respondent and the state, 
we have no authority to consider as con- 
trolling to this commission the confiicti 
question of jurisdiction. We are authoriz 
by the legislature to suspend or revoke the 
certificates under which either an intrastate 
or interstate carrier may lawfully transport 
intrastate commerce for violation of the 
hours-of-service provisions of Chap. 106. 
This we propose to do unless prevented by 
proper authorities. 


The commission also said that if the 
argument of the company were sound, 
then, since the Federal statute provides 
for reasonable requirements as to “safety 
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of operation and equipment,” interstate 
carriers would now be free to run with- 
out lights and brakes, to run through red 
lights, ignore all local and state speed re- 
strictions, pass cars on hills, and violate 
all other state laws and city and town 
ordinances governing safety of operation 
and equipment. The Federal act relating 
to hours was distinguished from the state 
act as follows: 

It is to be noted that the Federal statute 
grants authority to fix the maximum hours 
of service of all employees. The state law 
does not attempt to fix the maximum hours 


of service of any employee, but makes it un- 
lawful to operate on the state’s highways 


= 


after a 12-hour period on duty. There is 

nothing in the state law to prevent a driver 

working in a warehouse after a 12-hour tour 
of duty as only operation on the highway is 
restricted. 

The commission refused to hold the 
statute unconstitutional on the ground 
that there was an unreasonable classifi- 
cation for the purpose of regulation. The 
commission said that this was not a ques- 
tion for its determination, although it did 
discuss the arguments raised. 

The commission also held that it had 
authority to make rules, regulations, and 
orders as to hours of service. Re H. P. 
Welch Co. (D-T1637, Order No. 3397). 


Discrimination in Requiring Contributions 
on Electric Extension 


COMPLAINT against the action of an 
A electric company in requiring a 
contribution on an urban electric exten- 
sion in order to avoid the application of 
urban rather than rural rates was sus- 
tained by the Wisconsin commission 
where the company was furnishing serv- 
ice on a parallel street at urban rates 
without requiring such contribution. 
Urban rates would not be applicable in 
either case under the company’s exten- 
sion rule. 

Failure to apply the extension rules to 
the customers on both streets alike was 
declared discriminatory, and such dis- 
crimination, it was pointed out, might be 


removed in one of two ways, either by 
requiring contributions from customers 
on both streets in accordance with the 
rule, or by revising the rule so as to au- 
thorize both extensions without contri- 
bution. 

The first alternative did not ap- 
pear feasible, and the second was con- 
sidered more equitable in view of the 
fact that service to one street had already 
been extended without contribution, and 
it was unlikely that the extension on the 
other street could ever be so extended 
under the terms of the present urban ex- 
tension rule. Weldon et al. v. Wisconsin 
Hydro Electric Co. (2-U-1077). 


= 
Reversal of Telephone Toll Charges 


Foe enisye ts by a subscriber of a tele- 
phone company alleging that sus- 
pension of service had been threatened 
for nonpayment of certain toll charges 
was dismissed by the Pennsylvania com- 
mission. The calls in question had been 
placed, according to the subscriber, on a 
“sent collect” basis. The telephone com- 
pany replied that the calls in question 
were not made “sent collect” but “sent 
paid” and were properly billed. The com- 
mission said : 


Photostatic copies of five toll tickets 
forming the basis of the disputed charges 
were offered in evidence by respondent, and 
five different long-distance telephone oper- 
ators of respondent testified as to their au- 
thenticity. The record shows that each of the 
calls in question was handled by a different 
operator, on different dates, and the oper- 
ator handling the call in each instance testi- 
fied that the call in question was not made 
on a “sent collect” basis as no notation to 
this effect appears on the associated toll 
ticket. The record shows that the period of 
service of these long-distance operators 
averages nine years, and all testified that 
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they would have marked the toll tickets 
“sent collect” (usually abbreviated on the 
toll tickets to the word “collect”) if the 
calls had been made on that basis. . . . 

It appears reasonable to assume that the 
same kind of an error, in the classification 
of the five toll calls as to the party assuming 
payment therefor, would not be made on five 
different calls on five different occasions, 
and handled by five different operators. 


ES FORTNIGHTLY 


Compliance with the demand of complain. 
ant that duplicate toll statements be supplied 
to telephone subscribers daily would plage 
an undue burden and unreasonable expense 
on the telephone company. 


Enterprise Coal Mining Co. v. Pennsyl- 


vania Telephone Corp. (Complaint Dock. 
et No. 11399). 


e 


Other Important Rulings 


4 United States Supreme Court 
consented to pass on litigation filed 
by the Electric Bond and Share Com- 
pany and 26 subsidiaries challenging the 
constitutionality of the Public Utility 
Holding Company Act of 1935. Securi- 
ties and Exchange Commission v. Elec- 
tric Bond and Share Co, 


A telephone company was authorized 
by the Minnesota commission to in- 
crease rates at a telephone exchange 
where rates were lower than those pre- 
vailing in other exchanges with which 
the subscribers had free interexchange 
service, the commission holding that the 
present rates were discriminatory. Re 
North Star Telephone Corporation 
(M-2377). 


The Minnesota commission author- 
ized an increase in telephone rates so as 
to produce an estimated return of 6 per 
cent and an annual depreciation of 4 per 
cent on capital investment. Re Osakis- 
Long Prairie Codéperative Telephone 
Association (M-2380). 


The Utah commission awarded repa- 
ration to a natural gas customer on the 
ground that charges had not been as- 
sessed under the lowest available rate 
as demanded by the customer. A rate 
schedule available in the case of two or 
more buildings had been denied because 
of a dispute concerning the question as 
to whether an apartment house consisted 
of two separate buildings or only one. 


Nore.—The cases above referred to, where 


will be published in full or abstracted in 
126 
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White v. Mountain Fuel Supply Co. 
(Case No. 1994). 


The California commission held that 
where expenditures for certain items of 
a water system were made primarily for 
the use of former partners in the ven- 
ture upon their own land at a time when 
the project was more or less a private or 
mutually codperative venture and no 
longer represented used or useful water 
production facilities, such capital must 
be excluded from the rate base structure 
as nonoperative. Re Tarrant Putnam 
(Decision No. 30270, Application No. 
20989, Case No. 4223). 


The California commission held that 
two corporations which now segregate 
their investments, operating revenues, 
and operating expenses by operating di- 
visions should continue such segregation 
after a merger, and the surviving cor- 
poration should be required to keep its 
books and records in such a manner as 
will enable it to file divisional reports 
in the form required. Re Coast Coun- 
ties Gas & Electric Co. et al. (Decision 
No. 30304, Application No. 21507). 


The California commission held that 
since the City Carriers’ Act contained no 
provision authorizing the awarding of 
reparation, retroactive relief for over- 
charges on past shipments must be 
denied. Re J. A. Clark Draying Co. Ltd. 
(Decision No. 30236, Application No. 
21150, Case No. 4217). 


decided by courts or regulatory commissions, 
ublic Utilities Reports. 
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UNITED STATES NATIONAL LABOR RELATIONS BOARD 


Re Pacific Gas & Electric Company et al. 


(Case No. R-274.) 


Interstate commerce, § 83 — Labor regulation — Intrastate public utilities — Op- 


erations affecting commerce. 
1. The question of representation of employees of an intrastate public util- 
ity company in their labor relations with the company has a close, intimate, 
and substantial relation to interstate and foreign commerce and tends to 
lead to labor disputes burdening and obstructing commerce and the free 
flow of commerce, so as to make the National Labor Relations Act, 49 
Stat. 449, applicable to the company, its business, and its relations with its 
employees, and within the commerce powers of the Federal government, 
when the company purchases current generated in another state, sells cur- 
rent used in another state, manufactures gas in a plant operated by coal 
produced in another state, purchases materials manufactured or originat- 
ing outside the state, and in its service to government and industry has 
attained such a position that the effect of a labor dispute, between the 
company and its employees, on interstate and foreign commerce might be 
substantially equivalent to that caused by simultaneous labor disputes 
among the businesses operating the instrumentalities of interstate and for- 
eign commerce and communication and the myriad businesses situated in 
the state engaged in shipping and receiving commodities in such commerce, 
p. 115 
§ 9 — Union representation — Determination by ballot. 
2. A question concerning representation of employees of a public utility 
company can be resolved only by a secret ballot when the evidence in a 
proceeding before the National Labor Relations Board discloses that none 
of the labor organizations involved has established that it has the member- 
ship of a majority of the employees in any of the units claimed to be 
appropriate for the purpose of representation, p. 123. 


§ 9 — Union representation — Appropriate unit — Outside or physical 
workers — Clerical workers. 

3. Clerical employees of a public utility company were not included in the 

same unit with outside or physical employees in an election directed by ‘the 

National Labor Relations Board to determine the question of union rep- 

resentation of employees, p. 124. 


§ 9 — Union representation — Appropriate unit. 

4. Meter readers, combination meter readers and collectors, salesmen, col- 
lectors, and estimators should be included in the outside or physical group 
of public utility company employees in a determination, by elections or- 
dered by the National Labor Relations Board, of the question of what 
unions should represent employees, p. 124. 


Labor, § 9 — Union representation — Appropriate unit — Combined public util- 


[8] 


ities — Desires of employees. 
5. The determining factor in deciding whether railway employees of a 
113 21 P.U.R.(N.S.) 








Titles and Index 





TITLES 


Arkansas-Missouri Power Corp., Re 
Baker Electric Codperative, Re 
Carolina Aluminum Co., 


Contracts or Agreements of Private Motor Carriers, Re 


(Fed. P. C.) 132 
(Ohio) 165 


Hawthorne Fuel 'Co., Reno-Fallon Transp. C0. Ve oi. sec ccc choc ccccccvnvresvuees (Nev.) 146 


Kokomo Gas & Fuel Co., Re 

Newport Electric Corp., Re 

New York Edison Co., Re 

Pacific Gas & E. Co., Re 

Reno-Fallon Transp. Co. v. Stuntebeck 


Rules and Regulations Governing Motor Vehicle Carriers, Re 


(Ind.) 171 
(R. 1.) 174 


(N. L. R. B.), 113 
(Nev.) 146 
(Colo.) 149 


Southern Bell Teleph. & Teleg. Co., Monetta Asparagus Growers’ Asso. v. ...... (S. C.) 173 


Thames River Line, Re 
West Texas Gas Co., Re 


Certificates of convenience and necessity— 
Commission power to authorize construc- 
tion which has been completed, 168. 


Discrimination— motor carrier rates, 152; 
preferences to private plant owners, 156. 
Dividends—declaration from capital or un- 

earned surplus, 129. 
Electricity — Commission jurisdiction over 


transmission line, 150; Federal licensing of 
power project, 132; inductive interference, 
150. 


Holding companies—dividend payment out of 
capital or unearned surplus, 129 

Intercorporate relations—transactions between 
affiliates, 174. 

Interstate commerce—Federal Power Com- 
mission regulation of power projects, 132; 
labor regulation, 113. 

Labor—union representation, 113. 


(Conn.) 152 
(S. E. C.) 129 


Motor carriers—regulation of private carrier, 
165; use of travel bureaus, 149. 

Navigation—Federal licensing of power proj- 
ect, 132 

— plants—acquisition by electric utility, 
156. 


Public utilities—common carrier status of 
motor carrier, 146. 

Rates—managerial establishment of, 152; pre- 
sumption as to validity, 152. 

Records—location outside of state, 171. 

Security. issues—grounds for disapproval, 174; 
waiver of sinking-fund requirement, 129 

Service—Commission power over telephone 
connection, 173; discontinuance because of 
unauthorized construction, 168. 

Taxes—dividend declaration to avoid undis- 
tributed profits tax, 129 

Water—Federal Power Commission regula- 
tion of power projects, 132. 


7 


JAN. 20, 1938 128 





Interst 


RE PACIFIC GAS & ELECTRIC CO. 


UNITED STATES NATIONAL LABOR RELATIONS BOARD 


Re Pacific Gas & Electric Company et al. 


(Case No. R-274.) 


Interstate commerce, § 83 — Labor regulation — Intrastate public utilities — Op- 


erations affecting commerce. 


1. The question of representation of employees of an intrastate public util- 
ity company in their labor relations with the company has a close, intimate, 
and substantial relation to interstate and foreign commerce and tends to 
lead to labor disputes burdening and obstructing commerce and the free 
flow of commerce, so as to make the National Labor Relations Act, 49 
Stat. 449, applicable to the company, its business, and its relations with its 
employees, and within the commerce powers of the Federal government, 
when the company purchases current generated in another state, sells cur- 
rent used in another state, manufactures gas in a plant operated by coal 
produced in another state, purchases materials manufactured or originat- 
ing outside the state, and in its service to government and industry has 
attained such a position that the effect of a labor dispute, between the 
company and its employees, on interstate and foreign commerce might be 
substantially equivalent to that caused by simultaneous labor disputes 
among the businesses operating the instrumentalities of interstate and for- 
eign commerce and communication and the myriad businesses situated in 
the state engaged in shipping and receiving commodities in such commerce, 


p. 115 


Labor, § 9 — Union representation — Determination by ballot. 


2. A question concerning representation of employees of a public utility 
company can be resolved only by a secret ballot when the evidence in a 
proceeding before the National Labor Relations Board discloses that none 
of the labor organizations involved has established that it has the member- 
ship of a majority of the employees in any of the units claimed to be 
appropriate for the purpose of representation, p. 123. 


Labor, § 9 — Union representation — Appropriate unit — Outside or physical 


workers — Clerical workers. 
3. Clerical employees of a public utility company were not included in the 
same unit with outside or physical employees in an election directed by the 
National Labor Relations Board to determine the question of union rep- 
resentation of employees, p. 124. 


Labor, § 9 — Union representation — Appropriate unit. 


4. Meter readers, combination meter readers and collectors, salesmen, col- 
lectors, and estimators should be included in the outside or physical group 
of public utility company employees in a determination, by elections or- 
dered by the National Labor Relations Board, of the question of what 
unions should represent employees, p. 124. 


Labor, § 9 — Union representation — Appropriate unit — Combined public util- 
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ities — Desires of employees. 
5. The determining factor in deciding whether railway employees of a 
113 21 P.U.R.(N.S.) 





UNITED STATES NATIONAL LABOR RELATIONS BOARD 


combined public utility company should be treated as a separate unit o 
as part of a larger unit at an election to determine which union should rep. 
resent employees, when the opposing contentions are evenly balanced, is the 
desire of the employees in the disputed group, p. 126. 


Labor, § 9 — Union representation — Election — Eligibility to vote. 
6. Eligibility to vote, at an election ordered by the National Labor Rel. 
tions Board to deterniine which union should represent employees of g 
public utility company, should be based upon the payroll of the company 
for the week which includes the date of the filing of the petition with the 
Board requesting an investigation and certification of representatives, p, 
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[October 16, 1937.] 


 germigary by a union requesting an investigation and certifica- 

tion of representatives of public utility employees pursuant to 

§ 9 (c) of the National Labor Relations Act, 49 Stat. 449; 
elections directed. 


APPEARANCES: Bertram Edises, 


and John P. Jennings, for the Board; 
Thomas J. Straub, J. Paul St. Sure, 
and J. G. Wood, of San Francisco, 
Cal., for the company ; Richard Glad- 
stein, Aubrey Grossman, and Matthew 


J. Dooley, of San Francisco, Cal., for 
the U. E. R. W.; Henry & Bedeau, 
by Jay L. Henry, of Sacramento, Cal., 
for the California Union; Gene Gail- 
lac, of San Francisco, Cal., for the 
Brotherhood; O. A. Rowan, of Oak- 
land, Cal., for the Amalgamated; 
Joseph Friedman, of counsel to the 
Board. 


By the Boarp: 


DECISION AND DIRECTION OF 
ELECTIONS 


Statement of the Case 


On May 19, 1937, United Electri- 
cal & Radio Workers of America, 
herein called the U. E. R. W., filed 
with the Regional Director for the 
Twentieth Region (San Francisco, 
California) a petition alleging that a 
question affecting commerce had aris- 
en concerning the representation of 


the employees in the outside or physi- 
cal forces of Pacific Gas and Electric 
Company, San Francisco, California, 
herein called the Company, up to and 
including the rank of job foremen, but 
excluding executive and office employ- 
ees, and requesting an investigation 
and certification of representatives 
pursuant to § 9 (c) of the National 
Labor Relations Act, 49 Stat. 449, 
herein called the Act. On June 26, 
1937, the National Labor Relations 
Board, herein called the Board, act- 
ing pursuant to Art. III, § 3, of Na- 
tional Labor Relations Board Rules 
and Regulations—Series 1, as amend- 
ed, authorized the Regional Director 
to conduct an investigation and pro- 
vide for an appropriate hearing. 
Pursuant to a notice of hearing duly 
issued and served by the Regional 
Director upon the Company, the U. 
E. R. W., and upon International 
Brotherhood of Electrical Workers, 
herein called the Brotherhood, and 
California Gas and Electric Employ- 
ees Union, herein called the Califor- 
nia Union, labor organizations named 
in the petition as claiming to repre- 
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RE PACIFIC GAS & ELECTRIC CO. 


sent all the Company’s employees, in- 
cluding clerical employees, a hearing 
was held at San Francisco, Califor- 
nia, on July 22, 23, 26, 27, and 28, 
1937, before Clifford D. O’Brien, the 
trial examiner duly designated by the 
Board. The Board, the Company, the 
U. E. R. W., the Brotherhood, and 
the California Union were represent- 
ed by counsel at the hearing. 

[1] At the commencement of the 
hearing, the Company appeared spe- 
cially and made a motion to dismiss 
the petition upon various jurisdiction- 
al and constitutional grounds, of 
which the chief were (1) that the Act 
was not applicable to the Company, 
its business, and its relations with its 
employees, and (2) that if the Act 
was applicable, it was unconstitutional 
as not within the commerce powers of 
the Federal government under the 
Constitution. The motion was. sup- 
ported by an affidavit of P. M. Down- 
ing, vice president and general man- 
ager of the Company, containing a 
statement of facts tending to show 
that the Company’s business is car- 
ried on wholly within the state of Cal- 
ifornia. The motion was denied. 
Thereupon, counsel for the Company 
appeared generally and renewed the 
motion to dismiss. The trial exami- 
ner denied the motion in so far as it 
was based upon the ex parte affidavit, 
expressly reserving to the Company, 
however, the right to renew the mo- 
tion at any subsequent stage of the 
proceeding. 

During the hearing, Amalgamated 
Association of Street Electric Rail- 
way and Motor Coach Employees of 
America, Local Division No. 256, 
herein called the Amalgamated, filed 
amotion for leave to intervene, claim- 
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ing that the Amalgamated represented 
certain of the employees of the Com- 
pany engaged in the transportation of 
passengers in and around the city of 
Sacramento, California. The par- 
ties raised no objections and the trial 
examiner granted the motion. 

Full opportunity to be heard, to ex- 
amine and cross-examine witnesses, 
and to introduce evidence bearing up- 
on the issues was afforded all the par- 
ties, including the intervener. 

At the close of the hearing the trial 
examiner granted to the parties leave 
to file written motions within five 
days. Within that period the Com- 
pany filed with the Regional Director 
a motion to dismiss, accompanied by 
a separate writing, entitled “Objec- 
tions of Pacific Gas and Electric 
Company,” both of which were for- 
warded to the Board as part of the 
record. The two writings in sub- 
stance restated the grounds of the 
Company’s initial motion to dismiss, 
but were based at this time upon the 
entire record in the proceeding. We 
have considered the Company’s mo- 
tion to dismiss and its attendant list 
of objections and hereby overrule the 
objections and deny the motion." 

Pursuant to notice, a hearing was 
held before the Board on August 17, 
1937, in Washington, for the purpose 
of oral argument. Only the U. E. R. 
W. and the California Union ap- 
peared. They were represented by 
counsel and participated in the oral 
argument. 

The Board has reviewed the rulings 
of the trial examiner on the motions 
and objections raised by the Company 
and the several labor organizations 
and finds that no prejudicial errors 





1See post, p. 127. 
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were committed. The rulings are 


hereby affirmed. 
Upon the entire record in the case, 
the Board makes the following: 


FINDINGS OF FACT 
I. The Company and Its Business 


Pacific Gas and Electric Company 
is a public utility corporation organ- 
ized under the laws of California, and 
has its principal office and place of 
business in San Francisco, California. 
It is engaged principally in the busi- 
ness (a) of generating, buying, trans- 
mitting, selling, and distributing elec- 
tric energy, (b) of buying, transport- 
ing, selling, and distributing natural 
gas, and (c) of manufacturing, trans- 
porting, selling, and distributing man- 
ufactured gas, all for light, heat, and 
power purposes in the central and 
As 


northern portion of California. 
an incident to its gas and electric busi- 
ness, it sells gas and electric appliances 


at retail. It distributes and sells wa- 
ter in certain small cities and towns in 
certain rural areas for domestic and 
irrigation purposes; it produces and 
sells steam to 855 customers in San 
Francisco and Oakland, California; 
and it operates a street car and bus 
system in Sacramento, California. 

The Company is the third largest 
electric power company in the United 
States. It is the sole commercial 
source of electric energy and the 
only practical commercial source of 
natural and manufactured gas in 
the central and northern portions 
of California, an area larger than 
the whole of New England. The San 
Francisco-Oakland area, which is en- 
tirely dependent on the Company for 
electric energy and gas, is one of the 
21 P.U.R.(N.S.) 


foremost industrial and commercial 
centers in the United States. San 
Francisco is the distribution center of 
the West Coast, and as a port ranks 
second in the United States in the yal. 
ue of water-borne commerce. 

The Company owns and operates 
39 hydroelectric generating plants and 
eight steam electric generating plants, 
all of which are situated in California, 
In 1936 its total electrical load, con- 
sisting of all electric energy generated, 
purchased, and received on consign. 
ment, was 4,136,698,502 kilowatt 
hours, of which amount approximate- 
ly 6 per cent, or 261,258,800 kilowatt 
hours, was purchased from Califor- 
nia-Oregon Power Company, which 
maintains generating plants in both 
Oregon and California, and delivered 
to the Pacific Gas and Electric Com- 
pany at Delta, California, approxi- 
mately 70 miles south of the Califor- 
nia-Oregon state line. During 1936, 
California-Oregon Power Company 
generated 236,140,112 kilowatt hours 
at its generating plants in California— 
an amount less than that purchased 
from the California-Oregon Power 
Company by the Pacific Gas and Elec- 
tric Company. The entire electrical 
load of the Company is sold and de- 
livered in California. In 1936, it sold 
13,810,700 kilowatt hours, chiefly for 
use in Nevada, to Sierra-Pacific Com- 
pany, which generates and distributes 
electric energy in both Nevada and 
California. The energy is delivered 
in the Company’s transmission lines 
to Summit, California, 20 miles west 
of the Nevada-California state line. 
There the Company’s transmission 
lines connect with the transmission 
lines of Sierra-Pacific Company, 
which carry the energy into Nevada 
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In 1936, Sierra-Pacific Company dis- 
tributed only 5,673,279 kilowatt hours 
in California. 

The Company owns and operates 
a large gas compressor station in Cali- 
fornia, from which extends two trans- 
mission pipe lines for the transporta- 
tion of natural gas in central and 
northern California. It owns and op- 
erates 14 gas manufacturing plants, 
all of which are situated in California. 
Seven are standby plants reserved 
against the interruption of natural 
gas service. All the plants, except the 
Marysville plant, are operated by fuel 
oil produced and purchased in Califor- 
nia. The Marysville plant, which 
manufactures 330,240,000 cubic feet 
of gas—slightly more than half of the 
Company’s total output of manufac- 
tured gas—is operated by coal pro- 
duced in Utah and purchased by the 
Company from a dealer in California. 
Its total output of manufactured gas 
in 1936 was 643,869,700 cubic feet. 
In 1936 the Company purchased 59,- 
893,041,000 cubic feet of natural gas 
from producers operating in the gas 
fields in California. 

During 1936 the Company pur- 
chased almost $2,000,000 worth of the 
following materials, all manufactured 
or originating outside California : steel 
pipe, transformers, cables, switches, 
incandescent lamps, cable and tree 
wire, gas appliances, electric appli- 
ances, poles, insulators, meters, valves, 
insulator pins and clamps, fittings, 
bolts, screws, nails, and similar mate- 
rials. 

In 1936 its gross revenue amounted 
to $80,943,519.93, of which $55,- 
056,179.31 represented the revenue 
from its electric business and $24,- 
656,954.45 the revenue from its gas 
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business. The remainder represented 
the revenues from its street railway, 
water, and steam business. Exclu- 
sive of executive and management of- 
ficers, heads of departments, and di- 
vision managers, the Company had 
in its employ 10,232 employees, as of 
May 31, 1937. Its total annual pay- 
roll for all of its employees in 1936 
amounted to $16,526,054.98. 


Effect on Commerce 


The evidence specifically discloses 
the following effects on the operation 
of the instrumentalities of interstate 
and foreign commerce and communi- 
cation in the event of the cessation or 
curtailment of the flow of power from 
the Company, such as would attend 
industrial strife between the Company 
and its employees: 

1. Navigation—All the United 
States lighthouses and aids to naviga- 
tion situated in San Francisco bay and 
along the coast of central and north- 
ern California are operated by elec- 
tricity furnished by the Company. 
“Aids to navigation” are lights and 
fog signals. A cessation of the flow of 
power would seriously handicap and 
imperil navigation in and out of San 
Francisco bay and along the coast of 
central and northern California, as 
the standby lights which would. be 
utilized in such an event are not suff- 
ciently powerful for the efficient and 
safe guidance of navigation. 

2. Navigation; operations on piers 
and vessels in port——The Company 
furnishes electric power to the state 
of California for use on the piers and 
docks in San Francisco bay and other 
ports along the coast of central and 
northern California, all of which are 
under the supervision of the Califor- 
21 P.U.R.(N.S.) 
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nia State Board of Harbor- Commis- 
sioners. The power is used for light- 
ing the piers and docks, and for the 
operation of conveyors, freight-mov- 
ing trucks, and for the operation of 
loading and unloading machines, 
which are manipulated to enter the 
holds of vessels to load or unload car- 
go. The Board of Harbor Commis- 
sioners operates eight sirens, eight 
bells, and eight signal lights, all of 
which are essential for safe navigation 
in San Francisco harbor. They are 
all electrically powered and are sup- 
plied with electricity by the Company. 
The Harbor Commissioners also use 
the power furnished by the Company 
to supply light to ships docked at the 
piers. The testimony of an expert in 
the employ of the California State 
Board of Harbor Commissioners 
clearly shows that a cessation of the 
flow of power from the Company 
would be disastrous to navigation in 
San Francisco harbor and would com- 
pletely shut down all operations on the 
piers and docks. 

3. Railroads.—All the railroads op- 
erating in the area served by the Com- 
pany are dependent on the Company 
for electrical energy for the operation 
of their signalling systems. Train 
movements are dependent on the prop- 
er and precise operation of the signal- 
ling systems. A cessation of the flow 
of power from the Company would 
seriously curtail the operation of the 
signalling systems and, therefore, the 
train movements. A cessation of the 
flow of power would immediately 
handicap the operation of signalling 
systems, and, in the case of a cessa- 
tion for two weeks, would exhaust 
the reserve power stored in the bat- 
teries and thereafter there would be 


a complete shutdown of all train 
movements in the area served by the 
Company. Three interstate railroads 
operate in the area served by the Com. 
pany, namely, Southern Pacific Raj. 
road, Western Pacific Railroad, and 
Atchison, Topeka and Santa Fe Rail. 
road. 

4. Telegraph.—All the motors and 
electrical appliances used by the tele. 
graph companies and their branches 
situated in central and northern Cali- 
fornia are operated by electric power 
furnished by the Company. Electric 
energy is necessary for the transmis. 
sion of telegraphic messages. Ces- 
sation of the flow of power from the 
Company for any length of time 
would seriously disrupt and perhaps 
completely stop the transmission of 
interstate messages, as the standby 
power plants of the telegraph compa- 
nies are inadequate and designed for 
use only in short-lived emergencies. 

5. Telephone.—Only one large tel- 
ephone company, Pacific Telephone 
and Telegraph Company, operates in 
the area served by the Company. The 
operation of its business is dependent 
upon the electric power furnished by 
the Company. A cessation of the flow 
of power from the Company would 
result in the cessation of all telephone 
communication, including interstate 
communication. 

6. Radio.—All the radio broadcast- 
ing stations in the area served by the 
Company are dependent upon it for 
the electric power which is indispen- 
sable to their operations. Upon the 
cessation of the flow of power from 
the Company, all radio broadcasting 
in California, and from California in- 
to other states would cease within 
eighteen hours. Three nationally 
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known radio broadcasting companies 
maintain broadcasting stations served 
by the Company, namely, National 
Broadcasting Company, Radio Corpo- 
ration of America, and Mackay Radio 
and Tel. Co. 

It thus clearly appears from the 
above findings that a labor dispute 
between the Company and its employ- 
ees might result in the serious curtail- 
ment or complete cessation of the flow 
of power from the Company, thereby 
paralyzing the operations of virtually 
all the instrumentalities of interstate 
and foreign commerce and communi- 
cation in the vast and highly indus- 
trialized area served exclusively by 
the Company. The paralysis of the 
instrumentalities of commerce and 
communication would stop not only 
the transportation of commodities in 
commerce, but also the operation of all 
businesses dependent upon the move- 
ment of commodities in interstate and 
foreign commerce. 

It also appears from the evidence 
that a large number of industries, 
such as manufacturing, situated in the 
area served by the Company and en- 
gaged in shipping and receiving com- 
modities in interstate or foreign com- 
merce, are wholly dependent on the 
Company for gas and electric power 
which are essential to the operation of 
their plants. Oral testimony specific- 
ally discloses the following : 

1. Oil refining industry.—Two oil 
refining companies, Shell Oil Com- 
pany and Associated Oil Company, 
shown by the evidence to be engaged 
in foreign commerce, are dependent 
on the Company for electric power. 
Electricity is indispensable for the 
chief oil refining process, known as 
the Edleanau process. Electrical 
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power is also necessary for the opera- 
tion of pumps which pump oil from 
tank farms to tank ships, which as in- 
strumentalities of commerce transport 
the oil in foreign commerce. Cessa- 
tion of the flow of power from the 
Company would result in a complete 
shutdown of the oil refining compa- 
nies situated in the area exclusively 
served by the Company. Testimony 
was adduced showing that on two pre- 
vious occasions when the flow of pow- 
er from the Company was temporarily 
severed the operations of Shell Oil 
Company were virtually at a stand- 
still. 

2. Shipbuilding and repair.—There 
are three shipbuilding and ship repair 
concerns in the area served by the 
Company. All their floating drydocks, 
pumps, and other machinery are op- 
erated by electricity furnished by the 
Company. Cessation of the flow of 
power from the Company would re- 
sult in the complete stoppage of the 
operations of the three companies, 
which means that no vessel could be 
repaired or dry-docked in San Fran- 
cisco bay, except for such repairs as 
could be made by the use of graving, 
or land, docks, which are or could be 
operated by steam and of which there 
are only a negligible number in that 
area. 

In the written general stipulation 
concerning the Company and its busi- 
ness there are listed eighty-four of the 
Company’s largest customers for elec- 
tric energy and seventeen of its larg- 
est purchasers of natural gas. Many 
of the companies listed are nationally 
known concerns. They are grouped 
under various captions, such as, for 
example, five companies under “Oil,” 
ten under “Metals,” fifteen under 
21 P.U.R.(N.S.) 





UNITED STATES NATIONAL LABOR RELATIONS BOARD 


“Mining and Dredging,” ten under 
“Food Products,” including Shredded 
Wheat Company, Swift and Company, 
and Albers Milling Company, seven 
under “Chemicals,” including Hercu- 
les Powder Company, four under “Ce- 
ment Companies,” including Pacific 
Portland Cement Company and Santa 
Cruz Portland Cement Company, and 
ten under “Lumber and Other Build- 
ing Materials,’ including Diamond 
Match Company. The list indicates 
that all the companies listed purchase 
large quantities of electricity for pow- 
er purposes. 


The written stipulation further 


shows that the United States Gov- 
ernment purchases large quantities of 
electricity and gas from the Company, 
for the purpose, among others, of op- 
erating its numerous post offices sit- 
uated in the area served by the Com- 


pany. The Company also supplies 
power to all the newspapers located 
in the area which it serves, to the As- 
sociated Press, to the San Francisco 
and Oakland airports, to the Dow- 
Jones and Company ticker service, and 
to ten steamship lines. 

In summary, it appears from the 
evidence adduced at the hearing and 
from the oral and written stipulations 
(1) that a vast and highly industrial- 
ized and commercialized territory, 
larger than the whole of New England 
and including within its limits the cit- 
ies of Sacramento, Oakland, and San 
Francisco, the latter the second larg- 
est shipping center in the United 
States on the basis of value of water- 
borne cargo, is entirely dependent on 
the Company for electric power and 
almost entirely dependent on the Com- 
pany for gas; (2) that a cessation of 
the flow of power from the Company 
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to its customers, such as would tend 
to accompany a labor dispute between 
the Company and its employees, (a) 
would in a short time paralyze the op. 
erations of virtually all the instry. 
mentalities of interstate and foreign 
commerce and communication in the 
area served by the Company, and 
thereby also paralyze the operations 
of all the industries situated in that 
area which are engaged in interstate 
or foreign commerce, and (b) would 
directly cause the cessation of the op- 
erations of the businesses in the area 
served by the Company which are de- 
pendent on the Company for power 
and which are engaged in shipping and 
receiving commodities in interstate or 
foreign commerce; and (3) that a la- 
bor dispute between the Company and 
its employees might seriously curtail 
(a) the flow of a large quantity of 
electricity, which the Company pur- 
chases from the California-Oregon 
Power Company, across the Califor- 
nia-Oregon state line, (b) the flow of 
electricity, sold by the Company to 
the Sierra-Pacific Company, across the 
California-Nevada state line, and (c) 
the movement in interstate commerce 
of the various materials, appliances, 
and coal originating in states other 
than California and purchased by the 
Company, amounting in value to al- 
most $2,000,000 annually. 
Expressed concisely, the effect on 
interstate and foreign commerce of a 
labor dispute between the Company 
and its employees might be substan- 
tially equivalent to that caused by si- 
multaneous labor disputes among the 
businesses operating the instrumentali- 
ties of interstate and foreign com- 
merce and communication and the 
myriad businesses situated in central 
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and northern California which are en- 
gaged in shipping and receiving com- 
modities in interstate or foreign com- 
merce. 


II. The Organizations Involved 


A. The United Electrical and Radio 
Workers of America 


The U. E. R. W. is a labor organi- 
zation affiliated with the Committee 
for Industrial Organization. The U. 
E. R. W. claims jurisdiction over em- 
ployees in the whole of the electrical 
and radio industry, including those 
employed by public utilities such as 
the Company. District 14 of the U. 
E. R. W. covers the states of Cali- 
fornia, Oregon, Washington, Nevada, 
and Arizona. Ten locals of District 
14 cover the geographical area served 
hy the Company. The membership of 
these ten locals is composed solely of 
employees of the Company. The ten 
locals admit to membership all classes 
of workers employed by the Company 
in its outside or physical forces up to 
and including the rank of job fore- 
men, and excluding clerical employees. 
The constitution and by-laws of the 
U. E. R. W. do not exclude clerical 
workers from membership, but at the 
present time it is apparently the pol- 
icy of the ten locals to refuse member- 
ship to clerical employees. 


B. California Gas and Electric Em- 


ployees Union 


California Gas and Electric Em- 
ployees Union is a labor organization 
formed and incorporated under the 
laws of California on May 1, 1937. 
Its membership is limited to employees 
of the Company. It admits to mem- 
bership all employees of the Company, 
including clerical employees, but ex- 
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cluding officials, executive officers, 
shop foremen, and supervisory em- 
ployees. The board of directors of 
the incorporated union is authorized 
by the by-laws to organize locals to 
cover the various territorial divisions 
of the Company’s business. Several 
of such locals had been formed at the 
time of the hearing. 


C. The Brotherhood 


International Brotherhood of Elec- 
trical Workers is a labor organization 
affiliated with the American Federa- 
tion of Labor. It claims jurisdiction 
over all types of electrical workers in 
the United States. Although until 


recently the locals claiming jurisdic- 
tion over the Company’s employees 
have not admitted the clerical em- 
ployees of the Company to member- 
ship, at the present time their policy 
is to admit all employees of the Com- 


pany, including clerical employees, but 
excluding officials, executive officers, 
shop foremen, and supervisory em- 
ployees. 


D. Amalgamated Association of 
Street Electric Railway and Mo- 
tor Coach Employees of America, 
Local Division 256 

The Amalgamated is a labor organ- 
ization affiliated with the American 

Federation of Labor. It admits to 

membership all the employees of the 

Company engaged in operating the 

Company’s street railway and bus sys- 

tem at Sacramento, California, includ- 

ing both platform and car-house shop 
men, but excluding supervisory and 
clerical employees. 


III. The Question Concerning Rep- 
resentation 

In 1933 Utility Gas and Electric 

21 P.U.R.(N.S.) 
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Employees of California, herein called 
the Utility Union, a nonprofit corpo- 
ration, was organized as an independ- 
ent labor organization by fifteen em- 
ployees of the Company. Its member- 
ship was limited to employees of the 
Company. As its membership in- 
creased, it made efforts from time to 
time to bargain with the Company, 
resulting in 1935 in a hearing under 
the National Industrial Recovery Act 
before the old Regional Labor Board, 
which thereupon ordered the Com- 
pany to bargain collectively with the 
organization. The order was never 
enforced, however, as shortly there- 
after the National Industrial Recov- 
ery Act was invalidated. Late in 


1936 the Utility Union made another 
effort to confer with the Company, 
submitting a proposed contract accom- 
panied by a request for negotiations 
In January, 1937, the 


concerning it. 
Company replied by a letter of P. M. 
Downing, its first vice president and 
general manager, that the Company 
was not interested in considering the 
proposed contract. In April, 1937, 
the Utility Union became a part of 
the U. E. R. W. In May, 1937, at a 
conference attended by officers of the 
Company and of the U. E. R. W., the 
Company indicated that it intended to 
recognize certain other labor organi- 
zations, and that it was undecided as 
to the course it would pursue toward 
the U. E. R. W. The failure of the 
Company to meet the demand of the 
U. E. R. W. for recognition as the 
exclusive representative of the out- 
side or physical forces, coupled with 
the feeling among certain of the locals 
of the U. E. R. W. that the Company 
was guilty of discriminatory practices 
against their members, led three locals, 
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shortly before the commencement of 
the hearing, to recommend that a 
strike vote be taken if conditions con. 
tinued unremedied. 


The U. E. R. W. claimed a mem- 
bership of approximately 2,800 in the 
ten locals confined to the Company's 
employees. While a very few of these 
members may be properly classified as 
strictly clerical employees, practically 
the entire membership is composed of 
outside or physical employees. As 
there are more than 6,000 employees 
in the various classifications of out- 
side or physical workers, the U. E. R. 
W. conceded its failure to establish 
that it had the membership of a ma- 
jority among the employees in the unit 
claimed by it to be appropriate. It 
therefore desires an election. 

The California Union enrolled its 
members rapidly after its membership 
campaign began in May, 1937. At 
the time of the hearing it claimed a 
membership of 4,565, of which more 
than 20 per cent was estimated to rep- 
resent clerical personnel. While the 
Company has signified to the Califor- 
nia Union its willingness to negotiate 
with it as the representative of its 
members, it has declined to recognize 
it as the exclusive representative of all 
its employees. 

The California Union conceded its 
failure to prove that it had the mem- 
bership of a majority among all the 
employees of the Company, who num- 
ber over 10,000. There was no spe- 
cific evidence on the basis of which 
its membership could be classified ac- 
cording to the smaller units claimed 
to be appropriate by the U. E. R. W. 
and the Amalgamated. It is claimed 
that there is considerable overlapping 
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between the members of the Califor- 
nia Union and the U. E. R. W., and 
that some employees have applied for 
membership in both of these organi- 
zations and in the Brotherhood as 
well. It is thus impossible to deter- 
mine whether the California Union 
has the membership of a majority 
among the employees in either of the 
smaller units claimed to be appropri- 
ate by the U. E. R. W. or the Amal- 
gamated. The California Union con- 
ceded that an election was necessary. 

A few months prior to the hearing, 
the Brotherhood began a vigorous 
campaign for membership, endeavor- 
ing to gather into its fold all the em- 
ployees of the Company, except su- 
pervisory employees, on a comprehen- 
sive industrial basis. While in the 
rather distant past it has had collec- 
tive bargaining relationships with the 
Company on behalf of certain craft 
groups among the employees, for sev- 
eral years prior to the hearing it has 
not maintained any relationships with 
the Company. At the time of the hear- 
ing the Brotherhood claimed 500 mem- 
bers, of whom 25 were clerical em- 
ployees. 

In the past the Amalgamated has 
had written contracts with the Com- 
pany concerning the wages, hours, and 
working conditions of its members, 
but there has been no contract for 
several years. The Company has ex- 
pressed a willingness to negotiate a 
written contract with the Amalgamat- 
ed as the representative of its mem- 
bers. 

The Amalgamated claimed 76 mem- 
bers among the employees engaged in 
operating the Company’s street car 
and bus system in Sacramento, Cali- 
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fornia. The evidence as to its mem- 
bership claims was oral, hearsay tes- 
timony by its representative and was 
not based on personal knowledge or 
documentary evidence. As there are 
163 employees in the unit claimed to 
be appropriate by the Amalgamated, 
its membership does not constitute a 
majority in any event. Moreover, it 
is claimed that a substantial number 
of members of the Amalgamated have 
become members of the California 
Union, the U. E. R. W., and the 
Brotherhood. 

[2] Thus the evidence discloses 
that none of the labor organizations 
involved in this proceeding has estab- 
lished that it has the membership of 
a majority of the employees in any of 
the units claimed to be appropriate. 
We find that a question has arisen 
concerning the representation of em- 
ployees of the Company. This ques- 
tion can only be resolved by a secret 
ballot, regardless of the determina- 
tion made as to the appropriate unit. 
In accordance with our usual prac- 
tice, eligibility to vote should be based 
on the Company’s pay roll for the 
week including May 19, 1937, the 
date of the filing of the petition, when 
the question concerning representation 
had become acute. 


IV. The Appropriate Unit 


As of May 31, 1937, the Company 
had in its employ, exclusive of execu- 
tive and management officers, heads 
of departments, and division mana- 
gers, 10,232 employees. The parties 
acquiesced in the use of this payroll 
as an average or normal payroll, typi- 
cal of the job classifications and the 
number of its employees. They are 
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classified by the Company in the fol- 
lowing manner :* 


Outside field employees 
Railway : 
Superintendent of ways and 
equipment 
Timekeeper 
Car house 
Office and supervisory 
Operators and coach drivers ... 


Electric generation station 

Electric substation 

Gas plant 

Steam plant 

Other plant or shop employees 

Meter readers 

Collectors 

Combination meter readers and 
collectors 


Sales force: 
Sales supervisors 
Clerical force 
Salesmen 
393 


10,232 


The U. E. R. W. contends that the 
outside field employees, the railway 
employees, the workers employed in 
generating stations, in substations, in 
the gas plant, in the steam plant, and 
in other plants and shops, the meter 
readers, the combination meter read- 
ers and collectors, the collectors, and 
the salesmen, up to and including the 
rank of job foremen, but excluding 
all supervisory employees above that 
position and all clerical employees 
throughout the Company’s entire sys- 
tem, constitute a unit appropriate for 
the purposes of collective bargaining. 
The California Union contends that 
all employees eligible for membership 
therein, i. e., all regular employees 
other than supervisory employees, 
shop foremen, officials and executive 
officers, but specifically including all 

®The classification contains a number of 
supervisory employees who are not eligible 


for membership in any of the unions involved 
herein. 
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clerical employees, constitute an ap. 
propriate unit. The Brotherhood’s 
contention is substantially that of the 
California Union. Job foremen are 
employees in charge of particular jobs 
to be performed in the field and par- 
ticipate in the work along with the 
other workers. The contentions of 
the various labor organizations, al- 
though expressed in different formu- 
las, are not in conflict concerning the 
supervisory employees to be excluded 
from the outside or physical workers, 
since all concur in the inclusion of 
job foremen and the exclusion of fore- 
men in superior positions. The 
Amalgamated contends that the rail- 
way employees engaged in the opera- 
tion of the street car and bus system 
in Sacramento, California, including 
platform men on the street cars, shop 
men in the car houses, and motor 
coach drivers, and excluding super- 
visory and clerical employees, consti- 
tute an appropriate unit. The tenor 
of the cross-examination conducted 
by counsel for the Company indicates 
that the Company prefers the appro- 
priate unit claimed by the California 
Union and the Brotherhood, exclud- 
ing, however, the railway employees, 
concerning whom it has expressly sig- 
nified its willingness to bargain with 
the Amalgamated. 


A. Controversy Concerning Clerical 
Employees and Outside or Physi- 
cal Workers 


{[8, 4] The considerations ad- 
vanced in support of the separation 
of clerical workers from outside or 
physical workers follow familiar pat- 
terns. It was urged that the differ- 
ence in the type of work performed, 
the traditional divergence in their so- 
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cial outlook and in their attitude to- 
ward labor organizations, and the fact 
that 75 per cent of the clerical em- 
ployees are women, that large num- 
bers of the outside or physical work- 
ers possess special training and skill, 
and that the outside or physical work- 
ers are primarily concerned with haz- 
ards of work, a matter in which cler- 
ical workers can have but little inter- 
est, are compelling reasons for the 
separation of the two classes of em- 
ployees into separate units. This con- 
tention receives further support by 
the fact that in the past only the out- 
side or physical workers have become 
members of labor organizations, 
while the clerical employees, until very 
recently, have never been organized as 
a distinct group or as a part of a larg- 
er group. 

The considerations advanced for the 
inclusion of the clerical workers with 


the outside or physical workers are 


not persuasive. It was urged that the 
attitude of the clerical workers 
toward unionization, while tradition- 
ally hostile, or at least apathetic, sud- 
denly became actively favorable upon 
the rendition, in April, 1937, by the 
United States Supreme Court of its 
decisions sustaining the validity of the 
National Labor Relations Act. Al- 
though it is clear and undisputed that 
until that date the clerical employees 
have resisted all efforts to absorb 
them into labor organizations, it is 
maintained that the large number of 
them who have joined the California 
Union since its inception in May, 1937, 
is a striking indication of the change 
in the attitude of the group. Other 
interpretations of this phenomenon, 
however, are equally permissible, par- 
ticularly in the light of clear indica- 
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tions in the record that many employ- 
ees, both clerical and outside workers, 
joined the California Union under the 
impression that such action would be 
regarded favorably by the Company. 
The Brotherhood sought to prove that 
the clerical workers would function 
successfully as an integral part of a 
labor organization negotiating with 
the Company concerning the wages, 
hours, and working conditions of the 
outside or physical employees, by in- 
troducing evidence tending to show 
that the Brotherhood had organized 
and was attempting to organize the 
employees of other electric utilities in- 
to a single comprehensive industrial 
unit, including clerical employees. It 
appears, however, that this type of 
organization by the Brotherhood, so 
far as clerical employees are con- 
cerned, is a development of so recent 
a date that it can hardly afford a basis 
for reliable conclusions concerning its 
successful functioning. Moreover, 
the evidence fails to disclose whether 
such other utilities present parallel sit- 
uations with that of the Company. 
There is thus no persuasive evidence 
tending to blur the well-defined line 
of demarcation existing between the 
clerical workers and the outside or 
physical workers in the operations of 
the Company. We shall therefore not 
include the clerical employees in the 
same unit with the outside or physical 
employees. 

While there was some question of 
the propriety of denominating meter 
readers, combination meter readers 
and collectors, salesmen, collectors, 
and estimators as outside or physical 
workers, as claimed by the U. E. R. 
W., none of the contending labor or- 
ganizations urges their separation 
21 P.U.R.(N.S.) 
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from the outside or physical group. 
The Company has taken no position 
on the question. Substantial numbers 
of such workers have joined each of 
the labor organizations having mem- 
bership among the outside or physical 
employees. On the basis of the ab- 
sence of any contention by the par- 
ties for their exclusion from the out- 
side or physical group and on the evi- 
dence of the actual participation of 
such workers in labor organizations 
together with outside or physical 
workers, we find that meter readers, 
combination meter readers and collec- 
tors, salesmen, collectors, and estima- 
tors should be included in the outside 
or physical group. 

None of the labor organizations in- 
volved herein claims to represent the 
clerical workers as a separate unit or 
has endeavored to negotiate with the 
Company on that basis; nor did any 
of them submit a petition for certifi- 
cation of representatives of such em- 
ployees. This case raises no question 
of representation of any employees 
other than the outside or physical 
workers and the railway workers. 


B. Controversy Concerning Railway 
Employees and Outside or Physi- 
cal Employees 


[5] A question was raised as to 
whether the employees engaged in the 
operation of the street car and bus 
system in Sacramento, California, 
namely, platform men on street cars, 
shop men in the car houses, and mo- 
tor coach drivers, but excluding all 
clerical and supervisory employees, 
should be included with the outside or 
physical workers in a single unit. The 
contentions for their segregation into 
a separate unit are, in substance, that 


they are engaged in a distinct line of 
work, and that their past history 
shows that they have always been 
treated as a separate unit for purposes 
of collective bargaining. The conten. 
tions for their inclusion with the out. 
side or physical workers are (1) that 
they perform outside or physical 
work, (2) that even though their 
work is different, the difference is not 
appreciably greater than that between 
electric workers and gas workers, 
which successfully function together 
in a single unit, (3) that the railway 
employees are hired out of the same 
office and are under the same person- 
nel supervision as the outside or phy- 
sical workers, and (4) that the Amal- 
gamated has been inactive for several 
years, during which time many of the 
railway employees have attached 
themselves to the U. E. R. W. and 
the California Union. The considera- 
tions are thus balanced, it appearing 
that the railway employees could func- 
tion equally well as a separate unit or 
as part of a larger unit. The deter- 
mining factor when the opposing con- 
tentions are evenly balanced, is the de- 
sires of the employees in the disputed 
group. We will therefore direct elec- 
tions to be held separately among the 
railway employees and among the out- 
side or physical workers. 

On the result of these elections will 
depend the appropriate unit for the 
purposes of collective bargaining. If 
a majority of the employees in the rail- 
way group and in the outside or physi- 
cal group elect to be represented by 
the same union, both groups together 
will constitute a single unit. If a ma- 
jority of the employees in the railway 
group elects to be represented by the 
Amalgamated, then the railway group 
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will constitute a single separate unit. 
If a majority of the employees in the 
railway group elect to be represented 
by any one of the three unions other 
than the Amalgamated, it will become 
part of a single unit with the outside 
or physical group, such a choice by 
them placing the employees of the rail- 
way group in the larger unit. The 
question would remain, however, as 
to which union represents the larger 
unit. If the union elected by the rail- 
way group is different from the union 
elected by a majority of the employees 
in the outside or physical group, it 
will be necessary to determine whether 
either of the two unions has received 
a majority of the votes cast by both 
the railway workers and the phys- 
ical or outside workers, treating both 
groups as a single unit. If neither 
has received a majority, it will then 
be necessary to conduct another elec- 
tion among the railway workers and 
the outside or physical workers, as a 
single unit, to determine which of the 
unions, which in these proceedings 
contend for the larger unit, shall rep- 
resent the employees in the unit. If 
none of the unions receives a majority 
of the votes cast by the employees of 
the railway group in the election di- 
rected in the instant Direction of Elec- 
tions, but the number of votes cast for 
the unions claiming the larger appro- 
priate unit constitutes a majority, the 
railway group will be treated as a part 
of a single unit together with the out- 
side or physical group. 


V. The Effect of the Questions of 
Representation on Commerce 


We find that the question of repre- 
sentation which has arisen, occurring 
in connection with the operation of 


127 


the Company described in I above, 
has a close, intimate, and substantial 
relation to trade, traffic, commerce, 
transportation, and communication 
among the several states and with for- 
eign countries, and tends to lead to 
labor disputes burdening and obstruct- 
ing commerce and the free flow of 
commerce, 


VI. Conduct of Elections 


Since the employees of the Com- 
pany are scattered over the territory 
of central and northern California, 
problems concerning the method of 
conducting the elections arise. The 
record affords no aid in determining 
whether the elections can be conduct- 
ed conveniently in certain specially 
designated places throughout the area 
served by the Company, except that 
such a plan may be feasible with re- 
spect to the employees engaged in the 
operation of the street car and bus 
system in Sacramento. We will direct 
the elections to be held under the di- 
rection and supervision of the Re- 
gional Director for the Twentieth 
Region, who shall determine in her 
discretion the exact times, places, and 
the procedure for giving notice of the 
elections and for balloting. We ex- 
pressly authorize the use of the United 
States mail for such purposes and the 
use of agents, if feasible, to journey 
through the Company’s various terri- 
torial divisions to conduct elections at 
appropriate places, collecting the votes 
in sealed envelopes for delivery to the 
Regional Director. 

[6] In accordance with our usual 
practice, eligibility to vote will be de- 
termined by the payroll of the Com- 
pany for the week including May 19, 
21 P.U.R.(N.S.) 
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1937, the date of the filing of the pe- 
tition. 


Conclusions of Law 


On the basis of the above findings 
of fact, the Board makes the follow- 
ing conclusions of law: 

A question affecting commerce has 
arisen concerning the representation 
of employees of Pacific Gas and Elec- 
tric Company, within the meaning of 
§ 9 (c) and § 2, subdivisions (6) 
and (7) of the National Labor Rela- 
tions Act. 


Direction of Elections 


By virtue of and pursuant to the 
power vested in the National Labor 
Relations Board by § 9 (c) of the 
National Labor Relations Act, 49 


Stat. 449, and pursuant to Art. III, 
§ 8 of National Labor Relations Board 
Rules and Regulations—Series 1, as 


amended, it is 

Directed that, as part of the investi- 
gation authorized by the Board to as- 
certain representatives for the pur- 
poses of collective bargaining with 
Pacific Gas and Electric Company, 
elections by secret ballot shall be con- 
ducted within sixty days from the 
date of this direction, under the direc- 
tion and supervision of the Regional 
Director for the Twentieth Region, 
acting in this matter as agent for the 
National Labor Relations Board, and 
subject to Art. ITI, § 9, of said Rules 
and Regulations, among those employ- 
ees of Pacific Gas and Electric Com- 
pany who fall within the groups de- 


scribed below who were on the pay. 
roll of the Company for the week 
which included May 19, 1937: 

1. Those engaged in the outside or 
physical forces, including outside field 
employees, workers employed in gen- 
erating stations, in substations, in the 
gas plants, in the steam plants, and in 
other shops and plants, and meter 
readers, combination meter readers 
and collectors, salesmen, collectors, 
and estimators, up to and including 
the rank of job foremen, but exclud- 
ing employees above that position, to 
determine whether they desire to be 
represented by United Electrical and 
Radio Workers of America, by Cali- 
fornia Gas and Electric Employees 
Union, by International Brotherhood 
of Electrical Workers for the pur- 
poses of collective bargaining, or by 
none of them; 

2. Those engaged in the operation 
of the street car and motor bus system 
in Sacramento, California, including 
platform men on the street cars, shop 
men in the car houses, and motor 
coach drivers, excluding clerical and 
supervisory employees, to determine 
whether they desire to be represented 
by Amalgamated Association of 
Street Electric Railways and Motor 
Coach Employees of America, Local 
Division No. 256, by United Electri- 
cal and Radio Workers of America, 
by California Gas and Electric Em- 
ployees Union, by International 
Brotherhood of Electrical Workers 
for the purposes of collective bargain- 
ing, or by none of them. 
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SECURITIES AND EXCHANGE COMMISSION 


Re West Texas Gas Company 


[File No. 43-87, 51-6.] 


Dividends, § 6 — Authorization for declaration — Payment from capital or un- 
earned surplus — Avoidance of distributed profits tax. 

1. A gas company, having a surplus deficit and proposing to create a capital 
surplus by having a holding company owning all of its common stock do- 
nate a part of such stock for cancellation, was authorized to declare and 
pay a dividend from capital or unearned surplus in order to avoid payment 
of a surtax on undistributed profits under the provisions of the Federal 
Revenue Act of 1936, subject to the condition that the company file a 
certificate of notification with the Commission as to receipt of the stock 
donation and its surrender and cancellation, p. 129. 

Security issues, § 13 — Waiver of sinking-fund requirement — Basis for divi- 

dend declaration — Altering rights of security holders. 
2. A declaration, pursuant to § 7 of the Public Utility Hoiding Company 
Act of 1935, regarding the alteration of security holders’ rights by waiving 
certain sinking-fund payments on outstanding bonds assumed by the ap- 
plicant company was permitted to become effective in order that the com- 
pany might pay a dividend on common stock wholly owned by a parent 
corporation which also owned all of the bonds affected, in order to avoid 
undistributed profits taxes, where the trustee under the mortgage and deed 
of trust had, as trustee and also as pledgee of the bonds, consented to a 
waiver of the sinking-fund payments, p. 129. 
[November 24, 1937.] 


J hes ear by gas company under provisions of Public 

Utility Holding Company Act of 1935 for approval of a 

dividend to be paid out of capital or unearned surplus, and 

declaration regarding waiver of sinking-fund requirements for 

outstanding bonds ; application granted and declaration permitted 
to become effective. 


> 


By the Commission: West Texas 
Gas Company, a subsidiary of South- 
western Development Company, a 
registered holding company, has filed 
with this Commission an application 
pursuant to Rule 12C-2 for the ap- 
proval of a proposed dividend which 
is to be paid out of capital or unearned 
surplus, and a declaration pursuant to 
§ 7 regarding the waiver of the 1938 


[9] 129 


sinking-fund requirements for the 
South Plains Pipe Line Company first 
mortgage and collateral trust 15-year 
6 per cent sinking-fund gold bonds, 
which have been assumed by and are 
now the obligations of West Texas 
Gas Company. 

[1, 2] A hearing on the aforesaid 
application and declaration was held 
after appropriate notice. The Com- 
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mission has examined the record in 
this matter and makes the following 
findings : 

West Texas Gas Company, a nat- 
ural gas transmission and distribution 
company which furnishes natural gas 
to 42 towns in the northwestern part 
of Texas, was incorporated in Dela- 
ware on April 14, 1927. In 1933, all 
of the properties of South Plains Pipe 
Line Company, a natural gas trans- 
mission company, were sold to West 
Texas Gas Company and that com- 
pany, as a part of the purchase price, 
assumed all of the outstanding liabili- 
ties of South Plains Pipe Line Com- 
pany, including its bonds. 

As of September 30, 1937, West 
Texas Gas Company had 100,000 
shares of common stock outstanding, 
all of which was owned by South- 
western Development Company. West 
Texas has outstanding at the present 
time $3,550,000 of the South Plains 
Pipe Line bonds which it has assumed. 
All of these bonds are owned by 
Southwestern Development Company, 
which has pledged them with Guar- 
anty Trust Company of New York as 
collateral for a loan made in accord- 
ance with an agreement dated Septem- 
ber 23, 1937. 

West Texas Gas Company has 
stated in its declaration pursuant to 
§ 7 that it must distribute its profits 
for the present year, which are esti- 
mated at approximately $315,000, in 
the form of dividends to its stockhold- 
ers or pay surtax on such undistrib- 
uted profits under the provisions of 
the Revenue Act of 1936. The com- 
pany has estimated that if it should 
fail to make such dividend payments 
during the year of 1937, its undistrib- 
uted profits tax would amount to ap- 
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proximately $63,000. It is therefore 
proposed by the company that in order 
to make the desired dividend distriby. 
tion and at the same time to conserve 
its cash, it be permitted to waive the 
sinking-fund payments on the South 
Plains bonds which would ordinarily 
be due and payable on January |, 
1938, and July 1, 1938, in amounts of 
$150,000 and $200,000, respectively, 

The Guaranty Trust Company of 
New York, as trustee under the South 
Plains Pipe Line Company first mort- 
gage and deed of trust, and in its ca- 
pacity as pledgee of the South Plains 
Pipe Line bonds, has consented to a 
waiver of the sinking-fund payments 
to be made on the dates above speci- 
fied. It should be noted in this con- 
nection that since Southwestern De- 
velopment Company owns all of the 
outstanding common stock as well as 
the bonds of West Texas Gas Com- 
pany, all of the net income of West 
Texas will be paid to Southwestern 
either through the sinking-fund pro- 
visions, or if they are waived, as a 
dividend on the common stock. 

As of September 30, 1937, West 
Texas Gas Company shows on its bal- 
ance sheet a surplus deficit of $277, 
740. The company now proposes to 
create a capital surplus by having 
Southwestern Development Company, 
as the owner of all the outstanding 
common stock of West Texas, donate 
to that company 20,000 shares of its 
presently outstanding common stock. 
For the time being it is proposed that 
such donated capital stock be carried 
on the books of West Texas as treas- 
ury stock. Subsequently, the com- 
pany proposes to cancel such donated 
common stock in compliance with the 
statutory procedure of the Delaware 
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statutes. Such donation of capital 
stock will create a capital surplus, 
which will be sufficient to wipe the 
surplus deficit and will, together with 
estimated net income for the period, 
cover the amount of the proposed div- 
idend. 

Inasmuch as both the common stock 
of West Texas Gas Company and the 
bonds assumed by that company are 
owned by Southwestern Development 
Company, the Commission can see no 
basis for making a finding under § 7 
(e) that such alteration will result in 
an unfair or inequitable distribution 
of voting power among the holders of 
the securities of the company, or will 
be otherwise detrimental to the public 
interest or that of investors or con- 
sumers.* 

In order to secure the approval of 
the Commission as to the payment of 
this dividend from capital or unearned 
surplus,* an application has been filed 
pursuant to Rule 12C-2 which pro- 
vides that except upon application to 
and approval of the Commission no 
registered holding company or sub- 
sidiary thereof “shall declare or pay 
any dividend on any security of such 
company out of capital or unearned 
surplus.” 

We are satisfied, from the facts as 
set out above, that we should approve 
the application, filed pursuant to Rule 
12C-2, asking the approval of a pro- 


posed dividend which is to be paid out 
of capital or unearned surplus. It is 
the purpose of the surtax imposed up- 
on undistributed profits to encourage 
the payment of dividends. In view of 
this policy of Congress, we see no rea- 
son for finding that the declaration 
and payment of the proposed dividend 
by West Texas Gas Company out of 
capital or unearned surplus is detri- 
mental to the public interest. Nor do 
we find it to be detrimental to the in- 
terest of the security holders to de- 
clare and pay such dividend. 

The Commission is therefore of the 
opinion that the declaration which 
West Texas Gas Company has filed 
pursuant to § 7 should be declared to 
be effective, and that the application 
of the company for permission to pay 
a dividend out of capital or unearned 
surplus should be granted, subject to 
the condition that the company, as 
soon as possible, and in any event, 
within thirty days after the date on 
which the common stock is donated by 
Southwestern to West Texas file with 
the Commission a statement to the 
effect that such Treasury stock has 
been canceled as provided by the stat- 
utes of the state of Delaware. 


An appropriate order will issue. 


OrpDER PurRSUANT TO RULE 12C-2 


West Texas Gas Company, a sub- 
sidiary of Southwestern Development 





1Section 7(e) provides in effect that if the 
requirements of § 7(g) are satisfied the Com- 
mission shall permit a declaration regarding 
the altering of the rights of security holders 
to become effective unless the Commission 
finds that the acts contemplated therein will 
result in unfair or inequitable distribution of 
voting power among the holders of the securi- 
ties of the declarant or will otherwise be 
detrimental to the public interest or to that 
of investors or consumers. 


The provisions of § 7(g) are satisfied for 
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the reason that no state Commission or state 
Securities Commission has jurisdiction over 
the acts in question, nor has any such state 
Commission informed this Commission that 
any state laws applicable to the acts in ques- 
tion have not been complied with. 

2 The statutory law of Delaware permits the 
payment of dividends from current earnings 
notwithStanding the fact that the capital of 
such company may have been impaired. Re- 
Her Code of Delaware (1935) Chap. 65, 

34. 
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Company, a registered holding com- 
pany having filed with this Commis- 
sion an application, pursuant to Rule 
12C-2 requesting an order authorizing 
it to declare and pay a proposed divi- 
dend from capital or unearned sur- 
plus; notice of hearing on such appli- 
cation having been given; the record 
in this matter having been examined ; 
the Commission having made and filed 
its findings therein; 

It is ordered that the application of 
West Texas Gas Company to declare 
and pay a dividend from its unearned 
or capital surplus be, and the same is, 
hereby approved subject, however, to 
the following conditions : 

(1) That the applicant file a certifi- 
cate of notification with the Commis- 
sion within thirty days after the date 
on which West Texas Gas Company 
receives as a donation, in order to cre- 
ate a capital surplus, 20,000 shares of 
its own common stock from South- 
western Development Company to the 
effect that such common stock has 
been surrendered and canceled of rec- 
ord according to the provisions of the 
statutes of Delaware; 


(2) That such dividend shall be 


declared and paid in compliance with 
the terms and conditions set forth in 
and for the purpose represented by 
the aforesaid application. 


ORDER PuRSUANT TO § 7 

West Texas Gas Company, a sub. 
sidiary of a registered holding com. 
pany, having filed a declaration with 
this Commission, pursuant to § 7 of 
the Public Utility Holding Company 
Act of 1935 regarding the alteration 
of security holders’ rights by waiving 
certain sinking-fund payments which 
were required to have been made on 
January 1, 1938, and July 1, 1938, in 
the amount of $150,000 and $200,000, 
respectively; a hearing on such dec- 
laration having been held after appro- 
priate notice; the record in this mat- 
ter having been examined; and the 
Commission having made and filed its 
findings herein; 

It is ordered that such declaration 
be and become effective forthwith on 
the condition, however, that the alter- 
ation of the bondholders’ rights shall 
be effected in compliance with the 
terms and conditions set forth in and 
for the purposes represented by said 
declaration. 





FEDERAL POWER COMMISSION 


Re Carolina Aluminum Company 


[Docket No. DI-135, Opinion No. 29.] 


Water, § 5 — Duties of Federal Commission — Power project — Nonnavigable 


streams. 


1. The Commission has the statutory duty of determining whether the pro- 
posed construction of a hydroelectric power project on a nonnavigable 
stream, over which Congress has jurisdiction under the commerce clause, 
will affect the interests of interstate or foreign commerce even though the 
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construction is not at a location where the stream is navigable, if the ob- 
struction would affect the navigable capacity of a navigable stream into 
which such nonnavigable stream flows, p. 136. 


Water, § 18 — Dam construction — Federal control — Private and public rights. 
2. Private interests of a corporation proposing to construct a dam across 
a stream must yield to the paramount right of the general public in the 
preservation of the lower navigable capacity, through the Federal license 
requirements which are provided by law, if the Commission finds that the 
flow of the stream would be so subject to control by the corporation, 
through construction and operation of its power development, as to affect 
the interests of interstate commerce below, p. 138. 


Water, § 18 — Federal licensing — Upstream power development — State line. 
3. The Federal Power Act prescribes the imposition of a license upon any 
upstream power developer whose proposed construction is found by the 
Commission to affect the interests of interstate or foreign commerce, and 
it is immaterial so far as the statute is concerned whether the upstream 
project is located within or outside of the state in which the stream is 
navigable, p. 138. 


Water, § 18 — Federal license — Waiver of statutory requirements — Request 
of state. 
4. The Commission is without power to waive, at the request of a state, 
the license requirements of the Federal Power Act for upstream power 
development, p. 138. 


Water, § 35 — Navigability of river — Present commercial disuse — Effect on 
Federal control. 
5. Commercial disuse does not change the legal character of a navigable 
river or prevent future exertion of Federal control, p. 140. 


Water, § 36 — Dam construction — Effect on stream flow — Consideration of 
present plant. 

6. No better means can be secured for determining the effect of an un- 
constructed power development on a stream than to observe the actual 
measurable effect which existing plants have had on the same stream dur- 
ing the past years of operation; hence the effect of existing projects upon 
stream flow below is material in proceedings relating to a declaration of 
intention to construct a hydroelectric power development, p. 141. 


Water, § 36 — Nonnavigable stream — Public servitude — Protection of naviga- 
ble capacity of lower river. 

7. A nonnavigable stream is impressed with a public servitude or interest 
for the purpose of protecting, preserving, and even enlarging the navigable 
capacity of a navigable river into which it flows, of which navigable ca- 
pacity the flow from the upstream is an essential part, when it appears that 
obstructions to the upstream would affect the navigable capacity of the 
lower river, p. 144. 


Water, § 36 — Obstructions to navigation — Effect of present conditions. 
8. The Commission, in considering a declaration of intention to construct 
a hydroelectric power project on a river, is not bound to view the river 
in its present condition with the existing obstructions but is under a duty 
to consider what the effect would be if the river were in its natural condi- 
tion, p. 144. 
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Water, § 4 — Powers of Congress — Navigable rivers. 


9. Congress has power to protect and preserve the flow of navigable waters 
whether the acts which affect that flow are performed within or outside 
the limits of the navigable portion, p. 144. 


[November 16, 1937.] 


ECLARATION pursuant to the terms of § 23 (b) of the 

Federal Power Act of intention to construct a hydro- 

electric power development; finding made that interests of 

interstate or foreign commerce would be affected by proposed 
construction. 


APPEARANCES: LeBoeuf, Win- 
ston, Machold & Lamb, New York 
City, by Randall, J. LeBoeuf, Jr., and 
Smith, Buchanan, Scott & Ingersoll, 
Pittsburgh, Pa., by Frank B. Inger- 
soll, for the Declarant; A. A. F. Sea- 
well, State Attorney General; T. W. 
Bruton, Assistant Attorney General ; 
and R. Bruce Etheridge, Director, for 
the North Carolina Department of 
Conservation and Development ; John 
M. Daniel, Attorney General, for the 
state of South Carolina; W. L. Dan- 
iel, Director, for the South Carolina 
Public Service Authority ; R. E. Han- 
na, President, for the South Carolina 
Economic Association ; Oswald Ryan, 
General Counsel, William J. Demp- 
sey, Assistant General Counsel, and 
W. W. Gatchell, Principal Attorney, 
for the Federal Power Commission. 


By the Commission: Pursuant to 
the terms of § 23 (b) of the Federal 
Power Act, there was filed on June 
7, 1937, by Carolina Aluminum Com- 
pany, a corporation organized and op- 
erating in the state of North Carolina, 
a declaration of its intention to con- 
struct a hydroelectric power develop- 
ment on the Yadkin river near Tuck- 
ertown, North Carolina, 79 miles up- 
stream from Cheraw, South Carolina. 
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Declarant proposes to construct a 
dam approximately 1,320 feet in 
length and 93 feet in height, and a 
reservoir with capacity to store 23,000 
acre feet of water and when full with 
a surface area of 3,032 acres. The 
power house is to have two units with 
a total of approximately 50,000 kilo- 
volt amperes capacity, to operate un- 
der a head varying from 48 feet to 59 
feet with normal operating head of 
55 feet. The turbines will have a hy- 
draulic capacity to discharge about 9,- 
600 cubic feet of water per second un- 
der normal head. 

Five existing power dams develop 
the larger part of the fall in the Yad- 
kin river between Salisbury and 
Cheraw. The total available storage 
capacity of these five reservoirs 
amounts to 509,400 acre feet, to which 
the Tuckertown reservoir would add 
23,000 acre feet. 


Chronology of Proceeding 


A preliminary investigation of the 
situation presented by this declaration 
of intention led the Commission to 
set the matter down for public hear- 
ing on July 23rd before an examiner 
who required briefs to be submitted 
and at the request of declarant’s coun- 
sel fixed September 15th for the fil- 
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ing thereof. Prior to that date the 
state of North Carolina evinced an in- 
terest in the subject matter of the pro- 
ceeding and informed the Commission 
that its department of conservation 
and development had important infor- 
mation bearing upon the Tuckertown 
development. 

Upon its own motion the Commis- 
sion reopened the hearing, and in or- 
der to expedite the proceeding set the 
hearing date as September 13th, at 
which time the representatives of the 
states of North Carolina and South 
Carolina and other parties, as set forth 
above, entered their appearances. 


Briefs were filed on September 15th, 
by counsel for the declarant, by the 
attorney general and assistant attor- 
ney general for the North Carolina 
department of conservation and devel- 
opment and by Commission’s counsel. 


The chief engineer of the North Car- 
olina department of conservation and 
development appeared as a witness on 
behalf of the state of North Carolina. 
No witnesses were presented by any 
parties from South Carolina, although 
the attorney general of South Car- 
olina made a statement at the hearing. 
Communications were received from 
the governors of both North and 
South Carolina. The declarant pre- 
sented only one witness, Mr. James P. 
Growdon, assistant chief hydraulic 
engineer of the Aluminum Company 
of America. 


Contentions of Declarant 


The declarant contends: (1) the 
Tuckertown project involved in the 
proceeding is not located in navigable 
waters of the United States; (2) if 
any portion of the Yadkin-Peedee 
river may be considered as navigable 
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water of the United States, it would 
be solely that downstream portion lo- 
cated wholly within the state of South 
Carolina below Jeffreys creek or pos- 
sibly below Cheraw; (3) the record 
shows the Tuckertown project will 
have no measurable or real effect on 
navigability at any point on the river; 
(4) the provisions of § 23 (b) are not 
applicable to headwater developments 
but only apply to projects where the 
stream is navigable in law, and, 
(5) the construction and operation of 
the Tuckertown project will have no 
effect on the interests of interstate or 
foreign commerce. 


Position of North Carolina 


The state of North Carolina con- 
tends in the brief filed on behalf of 
the department of conservation and 
development that the Federal Power 
Commission is without jurisdiction 
over this development for the follow- 
ing reasons: (a) the Yadkin river is 
not now and never has been navigable 
in the Tuckertown reach, and all ef- 
forts to make it so have been ineffec- 
tual and have been abandoned for over 
fifty years; (b) the Peedee river, or 
the portion of the river below the 
Uharie river is not and never has been 
navigable in North Carolina; (c) 
while the Peedee river is nominally 
regarded as navigable from its mouth 
to Cheraw, South Carolina (79 miles 
below Tuckertown), as a matter of 
fact there is no navigation on the river 
because (1) of shoals, bars, and snags 
below that point, (2) there is no de- 
mand for such facilities of navigation, 
and (3) the development of other 
means of transportation (rail and 
highway) has rendered such naviga- 
tion obsolete and uneconomical; (d) 
21 P.U.R.(N.S.) 
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the Tuckertown project would not 
change the navigable capacity of the 
river at Cheraw or anywhere else; (e) 
if the Commission should find the 
proposed Tuckertown project to be 
subject to a Federal license, such an 
assertion of jurisdiction would con- 
stitute an invasion of the right of the 
state to control streams within its 
boundaries, and (f) by reason of the 
purchase of land and riparian rights 
by the Carolina Aluminum Company 
necessary for the construction of the 
Tuckertown project, “under the rights 
set forth in the franchises granted 
[it] by the state of North Carolina 
and in every respect in accordance 
with the laws of the commonwealth,” 
the state has a large interest at stake 
in this matter and “the Federal Pow- 
er Commission does not have juris- 
diction over this site and that proj- 
ect.” 
Position of South Carolina 
On the other hand the attorney gen- 
eral of South Carolina gave official 
expression to the position of his state 
which is substantially that if the state 
of North Carolina or power develop- 
ers on streams in the upper state are 
permitted to place a series of small 
dams and reservoirs on any stream 
flowing from North Carolina into 
South Carolina and each one of the 
small dams and reservoirs is found 
to be of inconsequential size and ef- 
fect, and subject only to the jurisdic- 
tion of North Carolina, as claimed by 
the state of North Carolina, then the 
state of South Carolina might find the 
flow of such stream completely regu- 
lated by such upstream power develop- 
ers. The attorney general stated that 
substantial investments had been 
made in the pulpwood industry with a 
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view to using the navigable capacity 
of the Peedee river in connection with 
manufacturing operations. He cop- 
tended that these and other industrial 
and commercial interests of South 
Carolina would, if the Power Com. 
mission did not take jurisdiction, be 
left to the mercy of private interest 
who would thus control the flow of 
the river and its navigable capacity in 
disregard of. the interests of South 
Carolina citizens who use such stream, 


Statutory Responsibility of the Com- 
mission 

[1] Section 23 (b) provides that 
any person intending to construct a 
dam across a nonnavigable stream 
over which Congress has jurisdiction 
under the commerce clause shall be- 
fore construction file a declaration of 
his intention, and if, after investiga- 
tion, the Commission shall find that 
the interests of interstate or foreign 
commerce would be affected by the 
proposed construction, such person 
shall not proceed without a license un- 
der the power act.? 


Declarant takes the position that 
§ 23 (b) applies only to locations 
where the stream is navigable. It 
takes this position in the face of the 
express provision in this section ex- 
cluding from the operation of the sec- 
tion all streams or parts thereof “de- 
fined in this act as navigable waters.” 
Judge Way, in the first New River 
suit, Appalachian Electric Power Co. 
v. Smith, 4 F. Supp. 6, 16, P.U.R. 
1933C, 433, 448, disposed of a similar 
contention by interpreting the lan- 

1 Prior to the amendment of August 26, 
1935, the filing of a declaration of intention 
under § 23 of the Federal Water Power Act 


was optional with a power developer on a 
nonnavigable tributary. 
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guage of this paragraph “to have ref- 
erence to the construction of a dam 
or other project works in a stream not 
declared navigable by the act, but the 
obstructing of which would affect the 
navigable capacity of a navigable 
stream of which such nonnavigable 
stream is tributary, and thereby affect 
the ‘interests of interstate or foreign 
commerce.’”” The Supreme Court re- 
ferred to this provision as permitting 
the filing of a declaration of intention 
to construct a power development “in 
a stream not declared navigable.” 
New Jersey v. Sargent (1926) 269 
U. S. 328, 336, 70 L. ed. 289, 46 S., 
Ct. 122. 

If the stream here involved, the 
Yadkin-Peedee river, is within the 
class mentioned in § 23 (b), the Com- 
mission has the statutory duty of de- 
termining whether the proposed con- 
struction of the Tuckertown project 
will affect the interests of interstate or 
foreign commerce. That the Com- 
mission has in the past carefully and 
impartially investigated the matter of 
its own jurisdiction in cases like the 
present is indicated by the fact that 
out of 136 cases filed under § 23 since 
that provision became law in 1920, it 
found in 69 instances that the inter- 
ests of interstate or foreign commerce 
would not be affected by the develop- 
ments therein proposed.* 


In reaching its determination upon 





2Several of the declarations of intention 
filed since 1920 involved more than one dam, 
calling for Commission determination as to 
each dam although treated as but one case for 
Statistical purposes. Other jurisdictional de- 
terminations of a similar nature have been 
made by the Commission in considering appli- 
cations for license, so that the above figures 
do not show all of the instances in which the 
Commission found that a proposed power de- 
velopment would not be subject to Federal 
jurisdiction under the Federal Power Act. 
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the question of what interests of in- 
terstate or foreign commerce may be 
affected by the proposed Tuckertown 
power project, the Commission must 
be guided in part by those statutory 
expressions of congressional concern 
over acts which relate to navigable 
waters of the United States. The 
various rivers and harbors acts con- 
taining language of general applica- 
tion with respect to interference with 
navigation or navigable capacity fur- 
nish some (but not all) of the criteria 
to be applied by the Commission to the 
facts disclosed in its investigation of 
the proposed Tuckertown project. 
Statements by the Supreme Court in 
water diversion and similar cases in- 
volving those statutes furnish an in- 
dex of the judicial interpretation of 
the Federal interests which are the 
proper subject of administrative reg- 
ulation and control. 

For example, § 10 of the Act of 
March 3, 1899 (30 Stat. 1150, 33 
USCA, § 403), requires the affirma- 
tive consent of Congress to create any 
obstruction to the navigable waters of 
the United States and makes it unlaw- 
ful in any manner to alter or modify 
the course, location, condition, or ca- 
pacity of the channel of any navigable 
water of the United States, unless the 
work has been recommended by the 
Chief of Engineers and authorized by 
the Secretary of War prior to begin- 
ning the same. 

In addition the Commission knows 
from the many cases coming before it 
involving the effect of power projects 
upon lower navigable waters that riv- 
er vessels are loaded for the expected 
depth of channel whether such chan- 
nel depth be the bare minimum pro- 
vided by the Army Engineers under 
21 P.U.R.(N.S.) 
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congressional authorization or a deep- 
er channel reasonably to be expected 
from the greater rainfall prevailing a 
large part of each year. Under ordi- 
nary river navigation practice if a 5- 
foot channel depth would reasonably 
be anticipated in a river with a 3.5- 
foot minimum channel in the season 
of the year when ample rainfall pro- 
vides sufficient flow, vessels are com- 
monly loaded so as to utilize all of 
such expected additional depth. Any 
irregular interference with this in- 
creased depth would cause either a 
lightening of the load to use less draft 
or the navigator would run the risk of 
grounding his vessel when the flow de- 
creased below that required to main- 
tain the expected stage. Such loss of 


tonnage or uncertainty in operation 
may as effectively discourage naviga- 
tion use of a stream as if the river 
were physically obstructed by a dam. 


[2] If the Commission should find 
that the flow of the Yadkin river pass- 
ing Tuckertown would be so subject 
to control by the Carolina Aluminum 
Company through construction and 
operation of the proposed power de- 
velopment as to affect the interests of 
interstate commerce below, the private 
interests of the Aluminum Company 
must yield to the paramount right of 
the general public in the preservation 
of the lower navigable capacity 
through the Federal license require- 
ments which are provided by law. 

[3, 4] The contentions made by the 
state of North Carolina under points 
(e) and (f) appear to be sufficiently 
answered by the fact that the Federal 
Power Act prescribes the imposition 
of a license upon any upstream power 
developer whose proposed construc- 
tion is found by the Commission to 
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affect the interests of interstate or for. 
eign commerce, and it is immaterial, 
so far as the statute is concerned, 
whether the upstream project is locat. 
ed within or outside of the state in 
which the stream is navigable. Since 
the requirement of a license under 
such circumstances is imposed by stat- 
ute, the Commission is without power 
to waive the license requirement upon 
the request of a state. 

The plea of the state of South Caro- 
lina strikingly illustrates the situation 
which led to the enactment of § 23 of 
the power act, for in the absence of 
the administrative control which may 
be exercised by the Commission un- 
der appropriate circumstances, there 
would be no effective regulation upon 
which the state of South Carolina 
could rely for the protection of its in- 
terests. 

Long before the enactment of the 
Federal Water Power Act in 1920 
imposing this Commission’s jurisdic- 
tion over projects on nonnavigable 
streams that affect the interests of in- 
terstate or foreign commerce, Con- 
gress had asserted its power over non- 
navigable streams and the Supreme 
Court of the United States had upheld 
such jurisdiction. Indeed, the deci- 
sion of the court in the case of United 
States v. Rio Grande Dam & Irrig. 
Co. (1899) 174 U. S. 690, 43 L. ed. 
1136, 19 S. Ct. 770, affirming the 
power of Congress under the Rivers 
and Harbors Acts of 1890 to prohibit 
projects on nonnavigable streams that 
were found to impair the navigable 
capacity of lower navigable streams 
was one of the reasons which in- 
fluenced the Congress to enact § 23 
of the Federal Water Power Act with 
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its provision for administrative juris- 
diction over nonnavigable tributaries.* 

Both the Rivers and Harbors Act 
of 1890 and the similar Act of 1899 
carried the assertion of congressional 
power over obstructions on nonnavi- 
gable waters. A similar exercise of 
congressional power over nonnaviga- 
ble streams occurred when Congress 
passed the California Debris Commis- 
sion Act of March 1, 1893, 33 USCA, 
§§ 661-685, which subjected to Fed- 
eral regulation the activities of the hy- 
draulic mining industry upon the 
headwaters of the Sacramento-San 
Joaquin river system which had been 
found by Congress to affect the navi- 
gability of the lower waters. This 
legislation was upheld by both the 
district court and the circuit court of 
appeals of the United States, ninth 
circuit, in United States v. North 
Bloomfield Gravel Mining Co. (1897) 
81 Fed. 243, and (1898) 32 C. C. A. 
84, 88 Fed. 664, respectively. These 
decisions have not been overruled. In 
the light of these former acts of Con- 
23 of the Federal Water 


gress, § 
Power Act of 1920, against which 
the state of North Carolina complains, 
was merely the assertion of a new 
form of regulation over projects on 


nonnavigable streams—certainly it 
was not a new departure in principle 
in congressional policy. 


It may be noted here that the state 
of North Carolina is not by the power 
act bereft of control over corporations 
enjoying franchises obtained from it, 
since § 9 (b) of the Federal Power 
Act requires every applicant for a li- 
cense to submit satisfactory evidence 
of compliance with the laws of the 
state or states within which the pro- 
posed project is to be located, with 
respect to bed and banks and to the 
appropriation, diversion, and use of 
water for power purposes and with 
respect to the right to engage in the 
business of developing, transmitting, 
and distributing power, and in any 
other business necessary to effect the 
purposes of a license under that act. 
New Jersey v. Sargent (1926) 269 


U. S. 328, 70 L. ed. 289, 46 S. Ct. 
122 


Navigability of the Yadkin-Peedee 
River 


The Yadkin river rises in north- 
western North Carolina and after be- 
ing joined by the Ararat river from 
Virginia and other tributaries flows 
into South Carolina where it is known 
as the Peedee river. In determining 
whether the proposed Tuckertown 
power project may affect the interests 
of interstate or foreign commerce, it 
is necessary to ascertain where the 





8During debate in the Senate on May 27, 
1920, replying to Senator King who objected 
that the power act should not be extended to 
the limit of congressional authority, Senator 
Nelson, then in charge of the bill, said: 

Mr. Nelson. The court’s decision only goes 
to this extent—and the facts in the case must 
be considered—that as to the tributaries that 
supply water to the main stream, which is in 
fact and in law navigable, Congress of neces- 
sity must have sufficient jurisdiction over those 
feeders to prevent their being dammed up and 
thereby preventing the supply of water run- 
ning into the main stream. That is the extent 
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of the decision and the Senator ought to see 
that that is inevitable, for if all the feeders 
of our great rivers, such as the Mississippi, 
the Missouri, and other navigable rivers, could 
be dammed up so that water would be kept 
away from them they would cease to be 
navigable. 

Mr. King. I am not arguing that question. 

Mr. Nelson. So the government has juris- 
diction to the extent that the supply of water 
cannot be cut off from a navigable stream. 
(59, Part 8, Congressional Record, 66th Cong., 
2nd Session, p. 7730.) 


21 P.U.R.(N.S.) 





FEDERAL POWER COMMISSION 


head of present navigation is located 
on the Yadkin-Peedee river. 

The claim is made by the declarant 
and the state of North Carolina that 
the Peedee river is nonnavigable be- 
tween Cheraw and Jeffreys creek 78 
miles below or possibly even farther 
downstream. The improvement of 
the Peedee river as a navigable water- 
way was early undertaken by the state 
of South Carolina, which in 1784 ap- 
propriated money for the removal of 
obstructions up to the North Carolina 
line. The Federal government has 
spent up to 1929 a total of $345,601.- 
67 for dredging and snagging in the 
Peedee river up to Cheraw. While it 
is contended there has been little actu- 
al use of the river in recent years 
and that the Chief of Engineers in 
1931 recommended that the existing 
project between Cheraw and Jeffreys 
creek be abandoned, congressional au- 
thority for a 3.5-foot channel up to 
Cheraw has not been changed and the 
War Department is now engaged in 
an investigation to determine whether 
the recommendation of 1931 should 
stand. 

[5] Even if the present use of the 
Peedee river for navigation purposes 
is slight, the Supreme Court has long 
since pronounced the common-sense 
rule that commercial disuse does not 
change the legal character of a navi- 
gable river nor prevent future exer- 
tion of Federal control, Arizona v. 
California (1931) 283 U. S. 423, 454, 
75 L. ed. 1154, 51 S. Ct. 522; Econ- 
omy Light & P. Co. v. United States 
(1921) 256 U. S. 113, 65 L. ed. 847, 
41 S. Ct. 409. For the purpose of 
ascertaining what interests of inter- 
state or foreign commerce may be 
affected below the proposed Tucker- 
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town project, the Commission accepts 
the congressional authorization of , 
3.5-foot navigation channel on the 
Peedee river from Smiths Mills to 
Cheraw and the other evidences of 
navigability of that section as definite. 
ly establishing the character of the 
Peedee river as a navigable waterway 
of the United States up to Cheraw. 


Effect of Storage Reservoirs 


The Commission has considered at 
length the testimony and the opinions 
of engineering experts who testified. 
A number of reports of the Chief of 
Engineers and other public records 
were made a part of the record in this 
proceeding. The briefs filed dis- 
cussed to some extent the conclusions 
which it was desired to have the Com- 
mission draw from the evidence, and 
the Commission has considered the 
arguments therein advanced. 

Both the declarant and the state of 
North Carolina contend that the large 
storage capacity of three of the four 
reservoirs below Tuckertown would 
make it impossible to operate the pro- 
posed Tuckertown project so as to 
affect the stream flow below the low- 
est plant at Blewett. All of the engi- 
neering witnesses were of the opinion 
that the storage of water in these res- 
ervoirs during times of high flow and 
the release of the stored water during 
periods of low flow would add to the 
navigable capacity downstream, and 
the Tuckertown reservoir capacity 
could be added to the existing storage 
capacity to contribute its share to this 
beneficial effect if the flow of the wa- 
ter is properly controlled. For exam- 
ple, during the year 1933 the natural 
low flow of the Yadkin-Peedee river 
was increased by 356,852 acre feet, to 


140 





RE CAROLINA ALUMINUM CO. 


which the declarant proposes to add 
23,000 acre feet of additional avail- 
able storage. However, without Fed- 
eral regulation there can be no assur- 
ance that the natural low flow will be 
uniformly increased by the operation 
of any of the reservoirs on the Yad- 
kin river, including the proposed 
Tuckertown development. The power 
act provides for reasonable and ade- 
quate supervision. 


Importance of Existing Plants 


[6] The declarant urges that the 
declaration of intention deals solely 
with the Tuckertown project and that 
it is immaterial to the present pro- 
ceedings what the effect of the ex- 
isting projects may be upon the 
stream flow below. This contention 
overlooks the fact that no better 
means could be secured for determin- 
ing the effect of an unconstructed 
power development on a stream than 
to observe the actual measurable ef- 
fects which existing plants have had 
on the same stream during the past 
years of operation. In order to ascer- 
tain what may be expected from the 
Tuckertown project, the Commission 
has examined the results which have 
come from operation of the existing 
plants. 

The lowest plant on the river is at 
Blewett with a reservoir capacity of 
22,500 acre feet, or 500 acre feet less 
than the proposed Tuckertown devel- 
opment. The hydraulic capacity of 
the water wheels at Blewett is around 
7,200 c.f.s. under normal head and 
at Tuckertown it will be around 9,600 
c.f.s., or one-third greater. Blewett 
is about 24 miles above Cheraw and 
Tuckertown about 79 miles above 
Cheraw. The drainage areas at Tuck- 
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ertown, Rockingham (4 miles below 
the Blewett plant) and Cheraw are 
4,075, 6,910, and 7,380 square miles, 
respectively. The declarant intro- 
duced, as Exhibit C, a tabulation of 
the regulated mean monthly and an- 
nual flow past the High Rock 
dam immediately above Tuckertown, 
showing a mean annual flow for the 
entire period of 4,646 c.f.s. The 
average annual flow at Rockingham 
for the seven years of record is ap- 
proximately 7,950 c.f.s. No stream 
flow figures were introduced to show 
the discharge of the Peedee river at 
Cheraw, but figures obtained by the 
United States Geological Survey from 
the gage maintained at Rockingham, 
20 miles upstream, represent substan- 
tially the flow at Cheraw. 

There were introduced in evidence 
two portions of a chart taken from 
the automatic recorder gage main- 
tained by the United States Geological 
Survey at Cheraw, Exhibits 11 and 
12. This chart records vertical move- 
ments of the water level at the head 
of the navigation channel at Cheraw 
and the gage is entirely automatic and 
continuous in operation. The engi- 
neering witnesses who examined it 
testified that it indicated fluctuations 
in the stage around 4 feet every day 
throughout most of the period cov- 
ered with more prolonged drops every 
week-end. 

The chief engineer of the North 
Carolina department of conservation 
and development, stated that the Blew- 
ett plant alone caused the fluctuations 
shown on the Cheraw recorder gage 
charts. If the Blewett plant could 
cause such violent fluctuations in the 
water elevations at Cheraw, it is ap- 
parent that the proposed Tuckertown 
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development with its similar charac- 
teristics and greater hydraulic capac- 
ity could cause almost equally serious 
fluctuations in the navigable channel 
below Cheraw. 


Probable Method of Operation of 
Tuckertown Plant 


Two of the plants below Tucker- 
town have large storage reservoirs; 
the Blewett reservoir is the same size 
as the proposed Tuckertown reser- 
voir, and the Falls reservoir is very 
small, only 3,900 acre feet. The res- 
ervoir at Narrows has a capacity of 
155,000 acre feet and the one at Til- 
lery or Norwood, capacity of 96,000 
acre feet. The Tillery and Blewett 
plants are owned by the Carolina 
Light and Power Company while the 
declarant owns the remaining three 
plants. The largest development on 


the river is at High Rock, 7 miles 


above Tuckertown, with a reservoir 
capacity of 232,000 acre feet. 

The Aluminum Company maintains 
a manufacturing plant at Badin, about 
6 miles from Tuckertown, which is 
primarily devoted to the production 
of metallic aluminum through an elec- 
tro-chemical process which requires 
direct current supplied continuously 
twenty-four hours every day through- 
out the year. Interruptions to this 
manufacturing process even for an 
hour or so entail losses which make it 
desirable to maintain production con- 
tinuously. Mr. Growdon. testified 
that the Tuckertown plant would be 
tied in with the other Aluminum Com- 
pany generating plants through the 
existing transmission system, and that 
the energy from Tuckertown would 
be largely used for the industrial plant 
at Badin, with some distribution to 
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their employees at Badin as a matter 
of convenience. 

Mr. Growdon said the Falls and 
Narrows plants of the Aluminum 
Company would supply the main unj- 
form load for the Badin plant and the 
High Rock and Tuckertown plants 
would be operated together to supply 
the variable load. It seems reasonable 
to assume that the Aluminum Com- 
pany, an industrial concern, would 
not make the large investment called 
for to construct the Tuckertown proj- 
ect unless the generating capacity to 
be installed would assist in the manu- 
facturing processes carried on at 
Badin. It does not necessarily follow 
from this, however, that the Tucker- 
town plant will be operated as a run- 
of-river plant or on a high load fac- 
tor. 

The hydraulic capacity of the gen- 
erating machinery proposed for in- 
stallation at Tuckertown is over dou- 
ble the annual mean stream flow 
shown on Exhibit C prepared by de- 
clarant, and over three or four times 
the low flow prevailing over half of 
each year. Such installation is made 
only where it is desired to operate on 
an irregular or peak-load basis and 
the large expenditure at Tuckertown 
is justified chiefly for peak-load oper- 
ation. It is the further testimony of 
Mr. Growdon that when the flow into 
the Tuckertown reservoir is 3,600 
c.f.s. or less it would be possible, start- 
ing with an empty reservoir, to hold 
back all water entering the Tucker- 
town pool for a period of over three 
days. Of course, when the flow into 
Tuckertown is less than 3,600 c.f.s. 
the period of shutdown can be ex- 
tended. 

These facts show clearly that it 
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may not be expected that the Tucker- with its small reservoir capacity, op- 
town reservoir will be emptied over a_ erated at an even higher load factor. 
six months’ period at a uniform rate All of the evidence regarding the 
so as to increase the flow in the river manner of operation of the existing 
below by from 40 to 60 c.f.s. as re- plants shows that there is no uniform- 
ferred to by Mr. Growdon, but rather ity from month to month or even from 
that the discharge will be exceedingly week to week, and with the present 
irregular. In addition to the circum- uncertainty in discharging the water 
stances already mentioned, however, past the existing dams there can be 
there is one other factor which points no assurance given by the declarant 
conclusively to irregular operation of that there will be uniformity in the 
the proposed plant. operation of the Tuckertown plant. 
Q 5 a8 The declarant could not state what 
Method of Operation of Existing reregulating effect the two plants of 
Plants the Carolina Power and Light Com- 
The Aluminum Company has inter- pany will have because there is no 
change agreements with the Carolina agreement between the two companies 
Power and Light Company and with as to how the several plants will be 
the Duke Power Company, both pub- operated, and even if such an agree- 
lic utilities serving industrial commu- ment did exist certainly it would be 
nities. The hydraulic reports show- subject to modification at any time 
ing operation of the three hydro plants and therefore of no value in the pres- 
owned by the declarant record sales ent proceeding. 
of large blocks of power to both of There is one further principle of 
the above-named public utility com- storage reservoir operation common 
panies. Under the arrangements now to reservoirs of the type now con- 
in effect the Aluminum Company de- structed on the Yadkin river which 
livers to these companies during peak should be mentioned. It is true that 
hours and receives energy in return the Blewett plant as the lowest plant 
during off-peak hours. Such an ar- on the river can completely control the 
rangement permits the most effective flow past its dam during such periods 
use of power plants with storage ca- as the flow into the reservoir does not 
pacity and enables the Aluminum exceed in volume the hydraulic capac- 
Company to furnish their Badin in- ity of the generating machinery dur- 
dustrial plant with a uniform supply ing periods of operation plus the avail- 
of electric energy and at the same time able storage during the time of regu- 
to operate their hydro plants on a_ lation. With a storage capacity of 
peak-load basis. 22,500 acre feet, the Blewett reservoir 
The periods of operation are higher can be used for only a limited time 
for the Narrows and Falls power after high water to increase the low 
plants than at High Rock, Exhibit M__ water flow until its storage is exhaust- 
showing that during June, 1935, the ed, and when the flow into the Blewett 
Narrows plant operated with a load reservoir exceeds in volume the 
factor between 60 to 70 per cent most amount which can be accommodated 
of the time and the Falls power plant, in the reservoir plus the amount re-. 
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quired for operation of the wheels, ing that the four downstream plants 
the Blewett plant is unable to fluctu- would consecutively release the water 
ate the flow past its dam. During discharged from the Tuckertow, 
most of the year, however, the Blew- plant so as not to erase or destroy the 
ett plant operates on an irregular or wave effects of its operation on stream 
peak-load basis. The upper reser- flow, this plant would affect navigable 
voirs, in holding back large flows for capacity of the Peedee river by caus. 
release during low water periods, pro- ing waves of considerable magnitude. 
long the period during which the 
Blewett plant may cause its greatest 
fluctuations. By increasing the low 
water flow the upper reservoirs would [7-9] It may fairly be concluded 
add to the navigable capacity of the from the decisions of the Supreme 
Peedee river from Cheraw, but Court that the flow of the Yadkin riy- 
through use of the Blewett storage er, under the facts disclosed, is im- 
reservoir this increased flow is so pressed with a public servitude or in- 
manipulated and so fluctuates the terest for the purpose of protecting, 
stage of the Peedee river from Cheraw preserving, and even enlarging the 
downstream as to render navigation navigable capacity of the Peedee river, 
impossible. of which navigable capacity the flow 

This simply means that a series of from the Yadkin river is an essential 
storage reservoirs are valuable for part. The Commission is not bound 
power purposes when considered as_ to view the river in its present condi- 
individual plants and more valuable tion with the existing obstructions 
when situated, as on the Yadkin river, but is under a duty to consider what 
in a group where the extremely large the effect would be if the river was 
storage capacity of some plants may in its natural condition. Probably no 
be used for the benefit of smaller river which has been the subject of lit- 
plants. That the declarant recognizes igation has been as completely and ef- 
such value is shown by the testimony _ fectively obstructed against actual use 
of its hydraulic engineer that the by river craft as the Des Plaines river 
Tuckertown and High Rock plants in Illinois, across which the Economy 
will be operated in parallel. The Light & Power Company sought to 
three large storage reservoirs now on build a power dam at Joliet. A cen- 
the Yadkin build up the low flow tury had passed since the last commer- 
for Blewett and the large storage res- cial use of that stream as an artery of 
ervoir at High Rock will similarly commerce and its actual use had been 
build up the low flow for the Tucker- a matter of such long past history that 
town plant and increase its ability to no one living could testify as to how 
fluctuate the flow past its dam. it had been navigated. Delving into 

The evidence shows that no fixed historical records, however, the Su- 
rule of operation is applied to the ex- preme Court had no difficulty in rec- 
isting plants nor, in the absence of a ognizing that an extensive use by 
Federal license, can one be imposed bateaux, canoes, and light craft in the 
on the Tuckertown project. Assum- early settlement of that region had 
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established beyond cavil the navigabil- 
ity of the river in its natural state. 


The court, in unmistakable lan- 


guage, preserved the Federal interest 
in the navigable waterway : 


“The act in terms applies to ‘any 
navigable river, or other navigable wa- 
ter of the United States’; and, with- 
out doing violence to its manifest pur- 
pose, we cannot limit its prohibition 
to such navigable waters as were, at 
the time of its passage, or now are, 
actually open for use. The Des 
Plaines river, after being of practical 
service as a highway of commerce for 
a century and a half, fell into disuse, 
partly through changes in the course 
of trade or methods of navigation, or 
changes in its own condition partly 
as the result of artificial obstructions. 
In consequence, it has been out of use 
for a hundred years; but a hundred 
years is a brief space in the life of a 
nation; improvements in the methods 
of water transportation, or increased 
cost in other methods of transporta- 
tion, may restore the usefulness of 
this stream; since it is a natural inter- 
state waterway it is within the power 
of Congress to improve it at the pub- 
lic expense; and it is not difficult to 
believe that many other streams are 
in like condition, and require only the 
exertion of Federal control to make 
them again important avenues of com- 
merce among the states. If they are 
to be abandoned, it is for Congress, 
not the courts, so to declare.” Econ- 
omy Light & P. Co. v. United States 
(1921) 256 U, S. 113, 123, 124, 65 
L. ed. 847, 41 S. Ct. 409. 

The principle expressed in the 
Economy Case is equally applicable to 
the instant case. It is within the pow- 
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er of Congress to protect and preserve 
the flow of navigable waters whether 
the acts which affect that flow are per- 
formed within or outside the limits of 
the navigable portion (United States 
v. Rio Grande Dam & Irrig. Co. 
[1899] 174 U. S. 690, 43 L. ed. 1136, 
19 S. Ct. 770) and in determining 
such effect the Commission is not con- 
fined in its vision to tributaries in their 
artificial or obstructed condition, but 
must also envisage them in their nat- 
ural and unobstructed condition, since, 
as the court well said in the Economy 
Case, a hundred years is but a brief 
space in the life of a nation and con- 
ditions affecting the navigability of a 
river may change from one generation 
to the next without destroying the 
jurisdiction of Congress. 


The Interests of Interstate Commerce 
on the Peedee River 


The Peedee river appears to have 
been an important highway of com- 
merce in the past, but due to changed 
economic conditions and the move- 
ment of trade and commerce in other 
directions the construction of high- 
ways and railroads and other factors 
affecting the development of this re- 
gion, the commercial use of the Pee- 
dee river has been restricted in recent 
years. However, actual use of the riv- 
er may not be a matter of the far dis- 
tant future, for there is some indica- 
tion in the record of a revival of in- 
terest in the commercial use of this 
stream. The board of county com- 
missioners of Georgetown county, 
South Carolina, addressed a commu- 
nication to the district engineer call- 
ing attention to the industrial and 
commercial possibilities in that region 
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and urging the cleaning out and deep- 
ening of the Peedee river in the area 
between Georgetown and Cheraw. 


In § 23 (b) of the Federal Power 
Act Congress has expressed its intent 
to protect those interests of interstate 
commerce on navigable waters which 
may be affected by power develop- 
ments on nonnavigable tributaries. 


From the evidence in the record the 
Commission concludes that the pro- 
posed Tuckertown project would 
cause serious fluctuations in the stage 
of the Peedee river from Cheraw 
downstream, that such fluctuations in 
stage will alter and modify the condi- 
tions and capacity of the navigable 
channel of the Peedee river and affect 
the interests of interstate or foreign 
commerce. 


An appropriate finding of the Com- 


mission will be entered in accordance 
with this opinion. 


Finding of Commission 

Upon the declaration filed June 7, 
1937, by Carolina Aluminum Com. 
pany, pursuant to the provisions of 
§ 23 (b) of the Federal Power Act, 
of its intention to construct a hydro- 
electric power project on the Yadkin 
river near Tuckertown, North Caro- 
lina; and after investigation of such 
proposed construction and_ hearings 
upon said declaration and for the rea- 
sons set forth in the Commission's 
Opinion No. 29, issued this date and 
made a part hereof, the Commission 
finds: 

That the interests of interstate or 
foreign commerce would be affected 
by such proposed construction of the 
said project. 





NEVADA PUBLIC SERVICE COMMISSION 


Reno-Fallon Transportation Company et al. 


L. G. Stuntebeck, Doing Business As 
Hawthorne Fuel Company 


[Case No. 1074.] 


Public utilities, § 25 — Common motor carrier — What constitutes. 


A motor vehicle operator who picked up merchandise at several different 
business concerns in a city and made several deliveries at other points, which 
merchandise had been picked up only upon orders from merchants order- 
ing and purchasing the same, was held to be operating as a common caf- 
rier of property without a certificate of public convenience and necessity 
in violation of law instead of operating as a contract carrier, where there 
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was no evidence to indicate that he was a contract carrier operating either 


under written or oral contracts. 


Public utilities, § 90 — Motor carrier — Statutory definition. 


Definitions of common and contract carrier of property by motor vehicle 
under the laws of the state of Nevada, p. 147. 


[August 23, 1937.] 


 Pipsincre against alleged operation of motor vehicles as a 
common carrier without a certificate of public convenience 
and necessity; cease and desist order issued. 


APPEARANCES: For the Commis- 
sion: Chairman Harley A. Harmon, 
Commissioner H. R. Martin, Com- 
missioner Alfred Merritt Smith, Dep- 
uty Attorney General W. T. Math- 
ews, Inspector George B. Smilanick, 
and Secretary Lee S. Scott; for the 
Reno-Fallon Transportation Compa- 
ny: O. K. Fuller and Arthur F, Lash- 
er; for the Virginia-Truckee Transit 
Company: S. C. Bigelow; for the 
Hawthorne Fuel Company: L. G. 
Stuntebeck. 


Harmon, Chairman: In com- 
plaints filed April 15th and May 21st, 
complainants charge L. G. Stuntebeck, 
doing business under the fictitious 
name of Hawthorne Fuel Company, 
with unlawful common carrier truck 
operations between Hawthorne, Nev- 
ada, and Reno, Nevada, and intermed- 
late points, in violation of the Motor 
Vehicle Carrier Act and the laws of 
the Public Service Commission of 
this state. 


Before proceeding in this case, it 
might be well to here state the defini- 
tions of a common and contract car- 
tier of property by motor vehicle un- 
der the laws of this state. 

“The term 
property’ when used in this act, shall 


‘common carrier of 


147 


mean any person who holds himself 
out to the public as willing to under- 
take for hire to transport by motor 
vehicle from place to place, either up- 
on fixed route or on call operations, 
the property of all who may choose 
to employ him.” 

“The term ‘contract motor carrier 
of property’ when used in this act, 
shall be construed to mean any per- 
son engaged in transportation of prop- 
erty for hire for a particular person 
or persons to or from a particular 
place or places under special individ- 
ual agreement or agreements and not 
operating as a common motor carrier 
of property.” 

Pursuant to the authority vested in 
it by § 6 (b), Chap. 165, Stats. 1933, 
as amended by Chap. 152 of the Stats. 
of 1937, the Commission on June 10, 
1937, issued a show cause order cit- 
ing the defendant to appear before 
the Commission on June 22, 1937, 
and show cause, if any he may have, 
why the Commission should not or- 
der him to cease and desist acting as 
a common carrier of property be- 
tween Hawthorne, Nevada, and Reno, 
Nevada, and intermediate points. 

The show cause order was sent to 
defendant by United States’ regis- 
tered mail, but due to unavoidable de- 
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lay, did not reach defendant until 
June 24, 1937; therefore, no appear- 
ance was made for and on behalf of 
said defendant on this date. 

At that hearing, complainants tes- 
tified that both were certificated com- 
mon carriers of property, and that 
since defendant had begun operations, 
much business had left their lines. 

Soon after complaint was made in 
this case, Chief Inspector Smilanick 
investigated the operations of defend- 
ant. He testified that on April 30, 
1937, he followed defendant’s vehicle 
and saw pick-ups of merchandise 
made at six different business concerns 
in the city of Reno. At Schurz, 
Nevada, he testified, a delivery was 
made to the Paiute trading post, and 
another delivery made near the Unit- 
ed States Ammunition Depot to a ve- 
hicle which was waiting on the high- 


way. At Hawthorne, Nevada, Smi- 
lanick testified, five deliveries were 
made to various business concerns. 


In view of the fact that defendant 
was not represented at the first hear- 
ing, another show cause order was 
issued by the Commission on July 
16th, citing defendant to appear be- 
fore this Commission on July 30, 
1937. Personal service of this show 
cause order was made upon defendant 
by Inspector Smilanick of this Com- 
mission. 

At this hearing, defendant testified 
that he had picked up only upon or- 
ders from merchants ordering and 
purchasing the same, and was under 
the impression that such operations 
were of a contract carrier nature. De- 


fendant has paid for and has been 
issued a contract carrier’s license by 
this Commission. 

There is no evidence in the record 
to indicate that this defendant is 2 
contract carrier operating either un- 
der written or oral contracts. No 
doubt exists in our minds that defend- 
ant did and would hold himself out to 
the public as willing to undertake for 
hire to transport by motor vehicle 
from place to place the property of all 
who choose to employ him. 


Therefore, after consideration of 
all the evidence in the record, we are 
of the opinion that defendant is oper- 
ating as a common carrier of prop- 
erty without a certificate of public 
convenience and necessity, in viola- 
tion of the Motor Vehicle Carrier Act 
and the Public Service Commission 
laws of this state. 

It should also be noted that under 
§ 15 of the Motor Vehicle Carrier 
Act, the same being Chap. 165 of the 
Stats. of 1933 as amended, a person 
who violates an order of this Com- 
mission, shall be deemed guilty of a 
misdemeanor, and upon conviction 
shall be punished by fine of not less 
than $50 nor more than $500, or by 
imprisonment in the county jail for 
not less than ten days nor more than 
six months, or by both such fine and 
imprisonment. Likewise, a shipper or | 
other person who aids or abets in vio- 
lating an order of this Commission 
is guilty of a misdemeanor and pun- 
ishable in the same manner. 

A cease and desist order should 
issue against said defendant. 
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COLORADO PUBLIC UTILITIES COMMISSION 


Re Rules and Regulations Governing 
Motor Vehicle Carriers 


[Third Revised General Order No. 39, Decision No. 10513.] 


Motor carriers, § 26 — Use of travel bureaus. 
Motor vehicle common carriers of passengers for hire should not be al- 
lowed to engage in the practice of using the offices of so-called “travel 
bureaus” for the purpose of advertising trips by such common carriers 
as well as for the sale of tickets for transportation by such carriers, since 
this practice has a tendency to develop and permit unlawful operations by 
the so-called “travel bureaus” and is misleading to the general public who 
are unaware whether they are dealing with authorized carriers or with the 


“travel bureaus.” 


[August 18, 1937.] 


irs of rules and regulations governing motor vehicle 

carriers; rule adopted prohibiting advertising trips im 

connection with so-called “travel bureaus” and permitting such 
“travel bureaus” to act as agents for selling tickets. 


By the Commission: On June 8, 
1937, the Commission entered an or- 
der adopting certain rules and regula- 
tions governing motor vehicle car- 
riers, which were promulgated, adopt- 
ed, approved, and designated as ““Third 
Revised General Order No. 39.” 

Since the promulgation and adop- 
tion of said rules, it has been called 
to the attention of the Commission 
that certain motor vehicle common 
carriers of passengers for hire have 
adopted the practice of using the of- 
fices of so-called “travel bureaus” for 
the purpose of advertisement of trips 
by said common carriers of passengers 
for hire, as well as for the sale of tick- 
ets for transportation by said carriers. 

In the opinion of the Commission, 
this practice should not be allowed, as 
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it has a tendency to develop and per- 
mit unlawful operations by said so- 
called “travel bureaus,” and is mis- 
leading to the general public who will 
be unaware whether they are dealing 
with authorized common carriers of 
passengers or so-called “travel bu- 
reaus” ostensibly operating on what 
is known as the “share expense” meth- 
od. 

After a careful consideration of the 
matter, the Commission is of the opin- 
ion and so finds, that a rule should be 
adopted forbidding motor vehicle 
common carriers of passengers for 
hire in Colorado to advertise their trips 
in the offices of, or in connection with, 
any so-called “travel bureaus,” and 
forbidding said motor vehicle com- 
mon carriers of passengers for hire 
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from permitting said “travel bureaus” 
and people engaged in that line of busi- 
ness from acting as agents for selling 
of tickets for said motor vehicle com- 
mon carriers of passengers for hire. 


ORDER 


It is therefore ordered, that said 
“Third Revised General Order No. 
39,” effective June 15, 1937, be, and 
the same is hereby, amended by the 
adoption of Supplemental Rule No. 
46, as follows: 


Rule 46 


After September 1, 1937, no motor 
vehicle common carrier of passengers 
for hire in the state of Colorado shall 
advertise any trips in the offices of, or 
in connection with, any so-called 
“travel bureaus” and shall not permit 
said “travel bureaus” and people en- 
gaged in that line of business to act as 
agents for the selling of tickets for 
said motor vehicle common carriers 
of passengers for hire. 





NORTH DAKOTA BOARD OF RAILROAD COMMISSIONERS 


Re Baker Electric Coéperative, Incorporated 


[Case No. 


Electricity, § 2 — Commission jurisdictio 
organization. 


3640.] 


n — Transmission line — Coéperative 


1. The Commission has jurisdiction over the matter of transmission line 
construction by a codperative electric corporation, p. 151. 


Electricity, § 8 — Transmission lines — Inductive interference — Remedy. 
2. The best method known to science to minimize inductive interference 


originating from an electric transmi 


ssion line at points where the grounded 


circuit type of telephone line and such transmission line are parallel is to 


metallicize the paralleling telephone 
and for a further distance of 500 


line for the full distance of the parallel 
feet beyond each end of the parallel, 


and installing a repeating coil, properly protected and grounded, at each 


end of the parallel, p. 151. 


Electricity, § 8 — Transmission lines — 
minimising. 


Inductive interference — Expense of 


3. The material necessary to metallicize a grounded telephone line parallel- 
ing an electric transmission line, in order to minimize inductive interference, 
should be furnished by and at the expense of the transmission line, which 


is the cause of the interference, but 


the expense of installing such material 


should be borne by the telephone line, the metallicizing of which is made 
necessary by the subsequent construction of an interfering transmission line, 


p. 152 
[ November 


2, 1937.] 


| a Spina by codperative corporation to construct electric 
transmission lines; granted on stated terms. 
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By the Boarp: The Baker Elec- 
tric Codperative, Inc., of Baker, North 
Dakota, having on the 16th day of 
October, 1937, filed with the Board 
of Railroad Commissioners its writ- 
ten application for approval of con- 
struction of a transmission line of 
dectric energy within the counties of 
Benson and Pierce, this state, and hav- 
ing also filed in connection with said 
application plans and specifications of 
said transmission line, and this board 
having set the 27th day of October, 
1937, at the hour of 10:30 o'clock, 
4. M., at Baker, North Dakota, as the 
time and place for hearing and con- 
sidering said application; and notice 
of said hearing having been duly 
served by registered mail upon all 
parties interested in said matter and 
known to this Board; and at the time 
and place set for said hearing the 
matter having come on regularly to be 
heard, before the whole Board, and 
the applicant appearing at said hearing 
by its manager and its attorneys, and 
other parties also interested in said 
matter appearing personally, as evi- 
denced by said appearances on file 
herein; and the testimony adduced at 
said hearing having been reduced to 
writing, and transcript thereof filed 
with this Board; and after hearing 
and considering the said testimony 
and all proof adduced at said hearing, 
this Board now makes the following 


Findings 
i. 


That the Baker Electric Codpera- 
tive is a nonprofit corporation organ- 
ized and existing under the provisions 
of Chap. 115 of the 1937 Session 
Laws, and has its principal place of 
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business at the village of Baker, in the 
county of Benson, and state of North 
Dakota. 

II. 


[1] That the application for ap- 
proval of construction involved in the 
above-entitled matter was filed and 
hearing thereon held, subject to ob- 
jection of said applicant that the 
Board of Railroad Commissioners is 
without jurisdiction over the subject 
matter here involved, which objection 
has been duly noted and overruled by 
this Board, but the jurisdiction as- 
serted by this Board is limited exclu- 
sively at this time to the matters re- 
ferred to in said application, and with- 
out waiver to later asserting further 
jurisdiction over said applicant in mat- 
ters which are not involved in said 
application. 


III. 


That the applicant, Baker Electric 
Coéperative, has constructed within 
the counties of Benson and Pierce, 
North Dakota, a line for transmission 
of electricity to rural and urban us- 
ers, and that said transmission line is 
intended to carry electrical energy of 
a voltage of 7200/13200Y volts in 
the rural territory, and of 110-220 
volts in the urban territory to be 
served by said line, and that the said 
transmission line extends through the 
following rural territory, to wit: 
[Description of territory omitted.] 


IV. 


That in all of said territory 
telephone lines of the grounded cir- 
cuit type have been in operation and 
in use for many years prior to the 
construction of applicant’s said trans- 
mission line, and that although some 


[2] 
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of said telephone lines have not been 
maintained and are not now in first 
class condition, due to prevailing dis- 
tressed financial conditions of their 
owners, yet all of them are very use- 
ful and will be greatly impaired in 
their usefulness by inductive interfer- 
ence originating from said transmis- 
sion line at points where said tele- 
phone and transmission lines parallel. 


V. 


That the best method known to 
science to minimize such interference 
is to metallicize the paralleling tele- 
phone lines for the full distance of the 
parallel and for a further distance of 
500 feet beyond each end of said par- 
allel, and installing a repeating coil, 
properly protected and grounded, at 
each end of said parallel. 


VI. 
[3] That the material necessary to 


so metallicize such paralleling tele. 
phone lines, in order to minimize said 
inductive interference should be fur. 
nished by and at the expense of the 
transmission line, which is the cause 
of the interference; but that the ex. 
pense of installing said material 
should be borne by the telephone line, 
the metallicizing of which is made 
necessary by the subsequent construc- 
tion of an interfering transmission 
line. 


VII. 


That applicant’s said transmission 
line, as constructed, complies in all 
respects to the laws of this state and 
to the rules and regulations of this 
Board affecting safety of construc- 
tion, and may be operated when and 
as soon as the hereafter set forth con- 
dition for minimizing inductive inter- 
ference with telephone lines is com- 
plied with by applicant. 





CONNECTICUT PUBLIC UTILITIES COMMISSION 


Re Thames River Line, Incorporated 


[Docket No. 6586.] 


Rates, § 235 — Establishment — Function of management. 


1, Rate making in public services is primarily a function of management, 
p. 153. 
Rates, § 185 — Presumption as to validity. 
2. Present rates filed by motor carriers must, in the absence of express 
complaint or self-evident inconsistency, be assumed to meet statutory re- 
quirements and the Commission’s rules and regulations, p. 153. 
Discrimination, § 17 — Rate differentials. 


3. Any substantial differential in rates in a rate structure erected from 
operating costs must result in one rate being too high or too low, although 
rate differentials are justified in “natural monopolies” where over-all re- 
turn is an important element in rate making, p. 153. 
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RE THAMES RIVER LINE, INC. 


Discrimination, § 122.1 — Motor carrier rates — Interstate and intrastate — 


Differentials. 


4, A company operating motor vehicles as a common carrier in intrastate 
and in interstate traffic should file tariffs specifying rates and charges on 
intrastate traffic which are not greater or less than the rates and charges 
the carrier applies on interstate traffic for the same or similar service, p. 


153. 


[October 30, 1937.] 


Cs to company operating motor vehicles in common 
carriage for failure to file tariff containing exact rates; 
equality between rates for intrastate and interstate traffic ordered. 


By the Commission: This matter 
first came before this Commission for 
hearing on May 27, 1937, pursuant 
to a citation to respondent, Thames 
River Line, Inc., dated May 7, 1937, 
to show cause why its common carrier 
certificate should not be revoked for 
failure to file a tariff containing ex- 
act rates as required by the statutes of 
the state and the rules and regulations 
of the Commission. At the conclu- 
sion of the orignal hearing, at which 
the respondent appeared by its gener- 
al freight agent, it was ordered that a 
further hearing should be had at some 
date, subsequent to June 20, 1937, 
to be fixed by the Commission, when 
respondent should have an oppor- 
tunity to submit figures as to operat- 
ing costs of respondent’s motor trucks. 
In accord with this arrangement a 
further hearing was assigned for June 
22, 1937, which was postponed to 
July 13, 1937, at the request of re- 
spondent, and again postponed to 
September 16, 1937, when respond- 
ent appeared by V. L. Lepkowski, its 
general freight agent, and the East- 
ern Motor Freight Bureau, Inc., and 
the New England Transportation 
Company appeared by representatives, 
and, though it was stated respondent 
was not prepared and was not able 
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to furnish figures of the nature for 
which the hearing was orginally con- 
tinued, was fully heard. 

The respondent, Thames River 
Line, Inc., is the holder of Certificate 
C424, authorizing it to operate mo- 
tor vehicles over the highways of the 
state in the transportation of proper- 
ty for hire as a common carrier. Re- 
spondent is also engaged in the trans- 
portation of property by water, main- 
taining piers, wharves, or docks at 
several points along the Connecticut 
coast, including one at Bridgeport. 
In connection with this boat line it 
was testified that respondent trans- 
ported shipments of merchandise in 
interstate commerce either wholly by 
water or through a combination of 
water and rail. It was further testi- 
fied that rates for such interstate 
transportation to points on the Con- 
necticut coast are on file with the 
Interstate Commerce Commission 
through participation with the East- 
ern Steamship Company. 

[1-4] As the holder of a motor 
common carrier certificate respond- 
ent has filed with the Commission a 
tariff, Conn. PUC-MF No. 1, pur- 
porting to establish rates at which it 
will transport property by motor ve- 
hicle within the state. Respondent has 
21 P.U.R.(N.S.) 
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also filed a tariff with the Interstate 
Commerce Commission, MF-—ICC No. 
6 (later superseded by MF-ICC No. 
9), establishing rates for transporta- 
tion of certain commodities by motor 
vehicle between certain points with- 
in the state. The rates fixed in the lat- 
ter tariff are limited to interstate ship- 
ments, the method of application be- 
ing to add the rates specified for mo- 
tor vehicle transportation to the rates 
for transportation of such shipments 
by boat or by a combination of boat 
and rail to or from tidewater in Con- 
necticut. 

Both of these tariffs include rates 
for the transportation of the same 
commodities between the same points 
within the state, though the actual 
point for receipt or delivery of mer- 
chandise in MF-ICC No. 6 is limit- 
ed, by implication at least, to respond- 
ent’s dock at tidewater. The out- 
standing difference between the two 
tariffs is that the rates fixed in Conn. 
PUC-MF No. 1, are greater than 
those set out in MF-ICC No. 6 for 
transportation of similar commodities 
between the same points within the 
state, the differential in some instances 
being 100 per cent or more. 

Under this state of facts it may be 
noted that no issue is presented in- 
volving any conflict of authority be- 
tween the Interstate Commerce Com- 
mission and this Commission. It is 
assumed for the purposes of this case 
that respondent applies the rates un- 
der MF-ICC No. 6 in good faith to 
shipments which are actually ship- 
ments in interstate commerce. Nei- 
ther is there any intention on the part 
of this Commission to attempt to fix 
rates for interstate transportation of 
any kind. In fact this Commission 


is not prepared at this time to under. 
take a determination of the sufficiency 
or insufficiency of the rates contained 
in either of these tariffs. 

The principle that rate making in 
public services is primarily a function 
of management is too firmly estab- 
lished in the law of Connecticut to 
permit of question. Though the stat. 
utes charge this Commission with the 
ultimate duty of ascertaining that 
rates of motor common carriers are 
“just and reasonable and reasonably 
compensatory” the attainment of that 
end requires extensive preliminary 
studies which are now being made. It 
is fairly obvious that one of the first 
steps in the performance by the Com- 
mission of this duty must be a com- 
parison of the rates filed by the car- 
riers themselves. In the absence of 
express complaint or self-evident in- 
consistency it must be accepted for the 
present that rates so filed meet statu- 
tory requirements and the Commis- 
sion’s rules and regulations, accord- 
ing to the experience of the carriers. 

However, this Commission already 
has stated certain general principles 
which must control rate making for 
motor truck transportation and by 
which the propriety of the tariffs now 
under consideration must be meas- 
ured. The principles to which ref- 
erence is had are more particularly set 
forth in Docket No. 6395, Re Rates 
for Transportation of Bituminous 
Coal by Motor Vehicle, March 23, 
1937 (20 P.U.R.(N.S.) 65) and in 
Docket No. 6438, Re Eastern Motor 
Freight Bureau, June 4, 1937 (20 
P.U.R.(N.S.) 50). 

In both of these decisions it was 
emphasized that rates for motor truck 
transportation of property cannot be 
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governed by the same principles that 
are now customarily applied to rate 
making in those public services fre- 
quently described as natural monopo- 
lies, to wit: electricity, gas, rail 
transportation of property, and the 
like. The reason for this distinction 
rests to no small extent upon the dif- 
ference in the investment essential to 
the several industries. One cause for 
the designation “natural monopolies” 
is found in the necessity for a mate- 
rial investment of a permanent nature 
before the service can be initiated. 
The necessity of this permanent in- 
vestment not only serves as a protec- 
tion against excessive competition but 
also forces the rule that rates must 
produce a fair return on invested cap- 
ital. As a consequence rate making 
in these public services is largely a 
matter of providing a fair return up- 
on the essential investment. This in 
turn leads to a consideration of “what 
the traffic will bear,” including the 
elements of value of the service, com- 
petition, and similar matters. 


The motor trucking industry de- 
mands no similar investment. Though 
some of the larger operators have in- 
vested in terminals and other proper- 
ty of a permanent nature, such invest- 
ments are not essential but rest entire- 
ly upon the business judgment of the 


operators. Because of this the conclu- 
sion was reached that motor trucking 
rates must have some different foun- 
dation than a fair return on the in- 
vested capital. Furthermore it was 
concluded that insomuch as a single 
truck constitutes the sole unit of 
transportation, rates of this industry 
must be based on the cost of opera- 
tion of one truck together with some 
profit to induce continued operation. 
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All of these principles have been 
discussed in detail in the previous de- 
cisions of the Commission. Unless 
the Commission is to abandon them 
it follows that so long as cost of op- 
eration is the main factor in establish- 
ing trucking rates there can be little 
or no margin for a consideration of 
what the traffic will bear. Even in 
those services known as “natural 
monopolies” where over-all return is 
an important element in rate making 
it is a recognized rule that no rate 
may be less than cost of operation. 
Rate differentials are justified in such 
industries by the fact that those pay- 
ing higher rates are actually benefited 
by the contribution to the over-all re- 
turn from those induced to utilize the 
service through a lower rate. Obvi- 
ously in a rate structure erected from 
operating costs, any substanial differ- 
ential in rates must result in one rate 
being too high or too low. Any rate 
which is less than cost cannot afford 
any benefit to a shipper who pays a 
higher rate. On the contrary such 
higher rate can do no more than make 
up losses due to the lower rate. 

It was argued in this case that the 
carrier is able to accomplish certain 
savings through the use of its piers 
as terminals. It is possible this is true 
though it seems doubtful that the sav- 
ings could be so great as the differ- 
ences in the tariffs. It is true also, no 
doubt, that carriers who invest in ter- 
minal facilities anywhere, do so on the 
anticipation of similar economies. It 
is not necessary to discuss here how 
such savings should be credited in rate 
making. The important matter in this 
case is that these tariffs indicate no 
such distinction. So far as appears, 
21 P.U.R.(N.S.) 
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the only difference is between intra- 
state shipments and interstate ship- 
ments. Any intrastate shipment be- 
ginning or ending in Bridgeport, at 
the wharf or elsewhere, must pay the 
higher rate. 

The question presented by these 
two tariffs is answered by the princi- 
ples stated. Without deciding wheth- 
er the rates in these tariffs are correct- 
ly calculated it must be assumed that 
one or the other represents the car- 
rier’s estimate of a reasonable rate. 
Whichever does represent this the oth- 
er must be either too high or too low. 
It is entirely impossible under the 
principles set up by this Commission 
that two different rates may be estab- 
lished for substantially the same or 
similar service. 


ORDER 


The Thames River Line, Inc, js 
hereby ordered to file with the Com. 
mission forthwith and, not later than 
November 15, 1937, in lieu of its 
tariff Conn. PUC-—MF No. 1 now on 
file, a new tariff specifying rates and 
charges on intrastate traffic which 
shall not be greater nor less than the 
rates and charges the carrier applies 
on interstate traffic for the same or 
similar service. 

In the event of failure to comply 
with this order, certificate will be re- 
voked. 

We hereby direct that notice of 
the foregoing be given by the sec- 
retary of this Commission by for- 
warding true and correct copies there- 
of to parties in interest, and due re- 
turn make. 





NEW YORK DEPARTMENT OF PUBLIC SERVICE, STATE DIVISION, 
PUBLIC SERVICE COMMISSION 


Re New York Edison Company, 


Incorporated 


[Case No. 8801.] 


Discrimination, § 23 — Rebate — Excessive purchase price for private plant. 

1. A rebate is in effect granted when an electric utility pays an amount 
substantially in excess of any reasonable value of a private plant, acquired 
by negotiation in order to junk the private plant and to induce the private 
plant owner to take central station service from the utility; and that the 
excess consideration is called a commercial allowance does not alter the 
situation, for the recipient has been induced by the payment of a sum of 
money to become a customer at the filed rate for service, p. 158. 


Discrimination, § 209 — Preference to private plant owner — Change from direct 
to alternating current — Assumption of expense. 


2. An electric utility company which, in violation of its rules and regula- 
tions, assumes the expense of changing over the wires and facilities of a 
private plant owner from direct to alternating current equipment, in a 
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transaction whereby the utility company acquires and eliminates the private 
plant so that it may render central station service to the private plant own- 
er, thereby grants undue preference in favor of such owner, p. 158. 


Discrimination, § 209 — Electric service — Temporary direct current service — 
Private plant owners — Violation of regulations. 
3. An electric utility company which extends direct current service to pri- 
vate plant owners, even for temporary periods, as part of a transaction 
whereby the utility company acquires and eliminates the private plants so 
that it may render central station service to the private plant owners, when 
such direct current service under the company’s rules and regulations is not 
available to others, grants an unlawful inducement and concession to the 


private plant owners, p. 158. 


Discrimination, § 23 — Rebate — Nominal rental — Facilities of private plant 


owner. 


4. An electric utility company which acquires a private plant in order to 
furnish central station service to the private plant owner and then, in dis- 
regard of the real value of boilers, leases such boilers to the private plant 
owner at a nominal rental, thereby grants a rebate forbidden by law, p. 158. 


[September 30, 1937.] 


pane on motion of Commission as to practices of an 

electric utility company in connection with the purchase and 

acquisition of private electric and steam plants; practices dis- 
approved as discriminatory. 


APPEARANCES: Gay H. Brown, 
Counsel (by Raymond J. McVeigh, 
Principal Attorney) for the Public 
Service Commission; Whitman, Ran- 
som, Coulson and Goetz (by William 
L. Ransom) Attorneys, New York 
city, representing the New York Edi- 
son Company; Edgar J. Kates, Con- 
sulting Engineer, New York city; A. 
L. Stein, Vice President, and Batte Ir- 
win, Treasurer, National Electric 
Service Corporation, New York city; 
Eugene H. Vredenburgh, New York 
city; George E. Daniels, representing 
Oil and Allied Industry, New York 
city; James J. O’Brien, New York 
city. 


To the Commission: This proceed- 
ing was initiated by the Commission 
for the purpose of investigating the 


157 


practices of the New York Edison 
Company, Inc., in connection with 
the purchase and acquisition of cer- 
tain private electric and steam plants. 
Under the terms of the order the in- 
quiry was directed to the negotiations 
and agreements by which the plants 
were acquired and to the propriety of 
the accounting entries covering such 
acquisitions. The order further pro- 
vided for an investigation of the ac- 
quisition contracts to determine 
whether special agreements or con- 
cessions were offered in connection 
with changes from Dc to ac which 
differed from those extended to other 
consumers. 

In response to a questionnaire pre- 
pared by the Commission the company 
furnished data relating to the 29 
private plants acquired in 1934 and 
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1935 and in the first four months of 
1936 (Exhibits 1-29). The informa- 
tion supplied by the company described 
the property taken over, showed the 
extent of central station service previ- 
ously rendered, and gave the details 
as to the extent of change-over in- 
volved. The exhibits also set forth 
the accounting entries reflecting each 
transaction. 

Testimony was given in behalf of 
the company by Floyd L. Carlisle, 
Ralph H. Tapscott, and Ephraim F. 
Jeffe who are the officials mainly re- 
sponsible for the plan to acquire pri- 
vate plants. Robert T. Oldfield testi- 
fied in behalf of the Commission. 

[1-4] In its endeavor to secure 
additional business in the borough of 
Manhattan, the company has adopted 
a policy of acquiring private plants so 
as to increase the demand for its serv- 
ice. From studies made by the com- 
pany, there are now between 300 and 
350 private plants in the territory. 
Efforts are constantly being made to 
acquire these plants so that they may 
be demolished in the hope that com- 
petition from private plant operations 
will eventually be eliminated. 

The sales department of the com- 
pany is directly responsible for nego- 
tiating the agreements for the ac- 
quisition of private plants. It is 
limited in these transactions by esti- 
mates of value placed upon the equip- 
ment to be acquired by the engineer- 
ing department. It has been the us- 
ual practice of the engineers to esti- 
mate the market value of the plant 
as operating equipment and also as 
junk so as to give the sales depart- 
ment some indication of the amount 
to be expended for the purchase of the 
private plant equipment. If an agree- 
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ment can be made with the owner 
within the limits of engineering esti. 
mates, the sales department may en- 
ter into an agreement for the pur- 
chase of the plant. Should the amount 
demanded by the owner of the private 
plant equipment exceed the engineer. 
ing allowance by more than $1,000, 
the sales department is required to 
take the matter up with the executives 
of the company before an offer can 
be made. 

In most of the twenty-nine cases the 
plants were acquired within the range 
of price fixed by the engineering de- 
partment. There were but two in- 
stances, which will hereinafter be re- 
ferred to, in which an amount sub- 
stantially in excess of the machinery 
value as fixed by the engineers was 
paid for the acquisition of the plant. 
In these cases, it was contended by the 
company that the business to be ob- 
tained by the elimination of the pri- 
vate plant justified the payment of the 
amounts greatly in excess of its ma- 
chinery or secondhand value. This 
excess payment was generally referred 
to as a commercial allowance. What 
relation this commercial allowance 
has to the amount of power expected 
to be sold is not clear from the record. 
It does appear, however, that the 
representatives of the company ar- 
rived at what in their judgment they 
considered the best bargain that could 
be made. 

The commercial allowance is deter- 
mined by Mr. Carlisle on the basis of 
information furnished to him by the 
sales department. It was inferred 
from the testimony of Mr. Carlisle and 
Mr. Jeffe that no definite amount 
could be set on commercial value and 
the endeavor to explain how the 
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amount is arrived at failed to indi- 
cate any tangible basis for the esti- 


mate. ; 
In explaining the reason for junk- 


ing the acquired plants, Mr. Jeffe tes- 
tified that the company desired to be 
certain that these plants would never 
be back on the company’s lines. Even 
though there may be a market out- 
side this state or in a foreign country 
for such equipment, it was considered 
advisable to adhere to the plan of 
destruction of the equipment on the 
theory that the secondhand market 
was always a threat of competition. 
That this possibility is real is illus- 
trated by the fact that private plant 
equipment, no longer required by 
Wanamaker’s because of the introduc- 
tion there of central station service, 
was sold to Hearn’s store and to the 
Fleischman factory in Peekskill. 


Accounting Practices 


Prior to January 1, 1936, the cost 
of purchasing private plants was 
charged to the operating expense ac- 
count “Canvassing and Soliciting.” 
Upon Mr. Carlisle’s recommendation 
in June, 1936, the accounting depart- 
ment was thereafter ordered to charge 
the cost of acquiring private plants 
after January 1, 1936, to “Profit and 
Loss.” Mr. Carlisle testified that this 
change in accounting practice was 
adopted to remove any question as to 
the propriety of charging the cost of 
private plant acquisitions to opera- 
tions and not because “‘it was not prop- 
er, legal, and moral and businesslike 
charge to operations.” Expenditures 
in connection with pc -ac change- 
over of wires and fixtures when 
plants are acquired are charged to 
New Business Account No. 771.24— 
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Canvassing and Soliciting. In the 
case of existing customers similar 
expenditures are charged to Utiliza- 
tion Account No. 751.22—-Consumers 
Installations. As a result of the 
change in accounting practice in June, 
1936, the company transferred $393,- 
940.27 to Profit and Loss Accounts 
from the New Business Account. 
This is made up almost entirely of the 
amounts paid for the acquisition of 
the plants at One Park avenue and 
Hearn’s. 

There is no way of determining the 
amount of administrative and clerical 
expenses in connection with the ac- 
quisition of private plants, although 
from the record it appears that a sub- 
stantial amount of time of the execu- 
tives of the company and the sales 
and engineering departments is devot- 
ed to the elimination of private plant 
competition and the incidental wiring 
change-over. 


Disregard of Company Rules and 
Regulations 


The testimony of the company wit- 
nesses developed the fact that in the 
acquisition of private plants there was 
a general disregard of the rules and 
regulations adopted by the company 
in connection with the furnishing of 
temporary pc service (Exhibit 31). 
In nearly every instance it was shown 
that direct current was made at least 
temporarily available to a customer 
after a private plant was purchased. 
When the company took over the 
plants of the hotels Delano, Park 
Plaza, Theresa, Chelsea, and Colling- 
wood, they were not all customers of 
the company (Exhibits 1, 2, 3, 12, and 
29). Although the rules and regula- 
tions of the company make no provi- 
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sion for a supply of temporary direct 
current service except to a contractor 
or subcontractor, the agreements en- 
tered into between the hotels and the 
Edison Company were relied upon as 
justification for the furnishing of di- 
rect current to them. No valid rea- 
son could be given by any of the wit- 
nesses for the company as to the de- 
parture from the regular practice of 
the company in regard to direct cur- 
rent, other than that the agreement for 
the acquisition of the private plant 
took these cases out of the provisions 
and limitations of the company’s pub- 
lished change-over policy. There were 
similar instances, such as One Park 
avenue, Hearn’s, etc., in which the 
company disregarded the rules and 
regulations which it promulgated in 
regard to the supply of direct current. 


Acquisition of Hearn’s Plant 


It was the usual practice of the 
company in acquiring a private plant 
to base the purchase price on estimates 
made by the engineering department 
of the machinery and the junk value 
of the plant. However, the transac- 
tion with Hearn’s included also an 
estimate of the replacement value of 
the equipment to be acquired. In ar- 
riving at the price to be paid to 
Hearn’s, the company had before it 
the following estimates : 

Book value (claimed by Hearns) ... $600,000 
Replacement value (Edison Company 
estimate) 200,000 
Machinery value (Edison Company 
25,000 


estimate) , 
Junk value (amount actually received) 1,836 


The amount finally paid to Hearn’s 
for the plant was $218,000. The ac- 
quisition agreement provided that 
Hearn’s was to be changed over from 
DC to AC at the expense of the Edison 
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Company, and that Hearn’s woul 
contract for a supply of firm Ac sery. 
ice for a period of years. Hearn's 
signed the usual form of application 
for service in which no reference toa 
5-year term of use is made. Pending 
the change-over, pc would be intro. 
duced temporarily. 

From the testimony it appears that 
the acquisition of Hearn’s plant was 
a matter of long negotiation, begin- 
ning with an original demand for $5,- 
000,000. In explaining how the 
amount finally paid to Hearn’s was 
reached, Mr. Carlisle merely stated 
that it was a combination of many 
factors which were considered in order 
to obtain the business. He felt that 
the opportunity to acquire permanent- 
ly the business of a large and grow- 
ing store justified the consideration 
paid. Mr. Carlisle readily admitted 
that a certain amount of the consid- 
eration was based on what he referred 
to as business judgment. Apparently 
the difference between the various en- 
gineering estimates and the amount 
paid to Hearn’s is the so-called com- 
mercial factor, concerning which Mr. 
Carlisle and Mr. Jeffe testified. The 
disparity between the amount paid 
and the machinery and junk value, the 
estimates usually considered, obvious- 
ly prompted the company to obtain the 
estimate of replacement value in an 
attempt to justify the price paid. Ex- 
hibit .28 shows that the Hearn plant 
developed about 3,081,000 kilowatt 
hours annually and was adequate for 


_a maximum demand of 1,250 kilo- 


watts. 

There is nothing in the record that 
in any way indicates how the business 
judgment of the executives of the com- 
pany is translated into a dollar figure. 
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Repeated inquiry of company wit- 
nesses to ascertain the relationship be- 
tween the amount paid for the plant 
and the amount of business to be se- 
cured showed that each acquisition 
was a matter of trading. Under cir- 
cumstances such as these, discrimina- 
tion is likely to follow. If a private 
plant owner was skilled in the art of 
bargaining a larger commercial allow- 
ance rewarded his trading ability. 

Mr. Jeffe testified that the Hearn’s 
store was not furnished central sta- 
tion service prior to the acquisition of 
the plant and that the Edison Company 
agreed to furnish Dc service until a 
change-over was made. Company 
witnesses attempted to justify this 
departure from the rules and regula- 
tions on the ground that the agree- 
ment to acquire the private plant pro- 
vided for the furnishing of temporary 
direct current service and that there- 
fore the rendition of such service, 
merely because it was covered by the 
acquisition agreement, was without 
the provisions which are applicable to 
all other customers. Apparently the 
company executives proceeded on the 
assumption that an agreement to ac- 
quire a private plant is sufficient rea- 
son to wantonly disregard rules bind- 
ing on it as well as its customers. 


Acquisition of One Park Avenue 
Plant 


Negotiations for the acquisition of 
the private plant at One Park avenue 
commenced when the plant was first 
installed three and a half years ago. 
The company finally agreed to pur- 
chase the Diesel plant serving that 
building for $149,000. In arriving at 
this figure the company had the fol- 
lowing estimates of its engineers : 

[11] 
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Estimated new cost (uninstalled) .... 
Machinery value 
Junk value 


Mr. Jeffe testified that the difference 
between the machinery value ($20,- 
000) and the amount paid, $149,000, 
represented the commercial considera- 
tion. As a part of the consideration 
for the acquisition the Edison Com- 
pany agreed to change over to AC at 
its expense not only existing tenants 
but also any tenants coming into One 
Park avenue from another part of its 
territory. As neither the rules and 
regulations established by the com- 
pany nor its filed tariffs authorizes or 
permits any such practice the com- 
pany has violated the law in extend- 
ing to a prospective customer with 
whom it has contracted to acquire a 
private plant, an advantage or priv- 
ilege which is not available to those 
prospective customers who do not 
have such a contract. 

As a result of the special induce- 
ments extended to incoming tenants 
at One Park avenue, an unjust dis- 
crimination is created because a cus- 
tomer moving from one location to 
another is under the filed tariff and 
the company’s rules and regulations, 
refused a supply of pc service or de- 
nied the opportunity of change-over at 
company expense. However, if the 
same tenant selected One Park avenue, 
the change-over would be made at the 
expense of the company. This ad- 
vantage is an undue preference ex- 
tended to the incoming tenants of One 
Park avenue over those not so fortu- 
nately situated. 


Change-over in Transit 


A complete and radical departure 
from present rules and regulations was 
suggested by Mr. Tapscott who tes- 
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tified that the company had been ex- 
perimenting with what is called 
“change-over in transit.”” In explain- 
ing this new phase in the policy of the 
company, he stated that an effort was 
being made to work out a plan where- 
by the change-over program ‘might be 
more rapidly progressed. This plan 
involved the changing over of equip- 
ment during the moving of a customer 
from a Dc building to one where only 
AC is available. It was intended that 
this privilege would be extended only 
to tenants of office buildings. How- 
ever, Mr. Carlisle testified that actual 
experiments with the change-over in 
transit policy were being made and 
that necessary rules would be adopted 
to cover the plan. He did not limit the 
plan to office buildings. 


Progress of the Change-over Program 


The change-over program was first 
established by the company in 1928 
and for some time thereafter was 
progressed although no rules govern- 
ing such change-over were filed with 
the Commission. In the rate schedules 
filed in 1931 reference was made to 
company’s policy in limiting incre- 
ments to pc load. It was not until 
1933, however, that rules and regula- 
tions were filed with the Commission 
(Exhibit 31). These rules which were 
contained in a booklet entitled “Infor- 
mation and Requirements for the Sup- 
ply of Electric Service” became effec- 
tive June 1, 1933. The rules in con- 
junction with the provisions of the 
tariff schedule purport to inform the 
public of its rights, privileges, and ob- 
ligations in connection with the supply 
of electric service. None of the officials 
of the Edison Company was certain 
whether the booklet (Exhibit 31) was 
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a part of the filed tariff. Mr. Tapscott 
was under the impression that th 
were intended to be a part of the rate 
schedule because they were there re. 
ferred to. Superseding rules, effective 
July 1, 1937 (Exhibit 43) were filed 
with the Commission without the for- 
mality required for filing changes in 
a rate schedule. As the new rules are 
not material to the issues involved 
herein no discussion of their validity 
or propriety is necessary at this time, 

According to Mr. Tapscott, the de- 
pression curtailed new building opera- 
tions and delayed the change-over pro- 
gram somewhat. From the record it 
does not appear that the supply of pc 
has been reduced to any great extent. 
Mr. Tapscott estimated that the 
change-over would be some time be- 
tween 1955 and 1966. 

As the change-over policy was not 
directly involved in this proceeding, it 
was deemed inadvisable to go into the 
matter in detail. The importance of 
the progress of the change-over pro- 
gram to all consumers may warrant a 
special study of that subject. At the 
hearing held on June 22, 1937, Mr. 
Tapscott testified that the company 
had revised its present rules and regu- 
lations regarding the change-over pol- 
icy and contemplated making the 
changes effective July 1, 1937. Ac- 
cording to Mr. Tapscott, the annual 
expense of the present change-over 
policy would probably become beyond 
the control of the company. Com- 
mitments which were made previously 
will be fulfilled but no new contracts 
for change-over will be made. With 
the abandonment of the present 
change-over policy, Mr. Tapscott esti- 
mated the company’s operating ¢x- 
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nses will be reduced some $2,500,- 
000 or $3,000,000 annually. 

The record is replete with instances 
of disregard of the established rules 
and regulations solely for the purpose 
of negotiating the acquisition con- 


tracts. Change-over from Dc to AC 
at company expense or the supplying 
of temporary DC service are conces- 
sions that should be available only 
without discrimination. Mere own- 
ership of a private plant does not en- 
title such owner to preferential treat- 
ment. 
Conclusions 


There were twenty-two private 
plants acquired by the company for 
less than $1,000 averaging approxi- 
mately $220, each, with one plant ac- 
quired for as low as $9. Hearn’s De- 
partment Store and No. One Park 
avenue are two outstanding instances 
where payments in excess of $1,000 
for the acquisition of the plant were 
made by the company. 


In the case of the private plant 
owned and operated by Hearn’s De- 
partment Store, Inc., the company paid 
$218,000. It is to be noted that the 
figure of $218,000 did not include the 
cost of changing Hearn’s equipment 
over from direct current to alternat- 
ing current which was estimated to 
amount to $175,000. 

The company estimated the replace- 
ment cost of this plant at approximate- 
ly $200,000. However, this. figure 
did not include a 750 kilowatt unit not 
then in place, nor did it include any 
of the steam boilers or equipment at- 
tendant to the operation of the steam 
boilers. The machinery value of the 
plant was estimated by the company to 


be $25,000. 
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The difference between the actual 
purchase price of $218,000 and the 
machinery value placed on this plant 
by the company’s engineers of $25,000 
amounts to $193,000. This appears 
to be either an outright gift to Hearn’s 
Department Store by the company or 
the sum paid to acquire the business. 

The private plant’s boilers and at- 
tendant equipment were not removed 
from the Hearn’s store but were rented 
to the Hearn’s Department Store for 
$layear. Hearn’s, in turn, rented the 
boilers and attendant equipment and 
the space which it occupies to the 
New York Steam Corporation for 
$16,500 a year. 

Viewing the entire Hearn’s transac- 
tion, it would appear that the so-called 
“commercial consideration” of $193,- 
000, plus the expenditure of $175,000 
for the change-over, plus a large part 
of the annual consideration of $16,500 
for the boiler rental, is in reality an 
undue preference extended to the de- 
partment store. 

As an illustration of the evils inci- 
dental to the bargaining and trading 
features involved in acquiring private 
plants, attention is called to the testi- 
mony of Mr. Jeffe, that the Edison 
Company leased the four Heine steam 
boilers to Hearn’s for $1 a year merely 
as a “courtesy.” Obviously boilers 
that were capable of operating the 
Hearn generating plant and supplying 
the heating and hot water demands not 
only of a large department store but 
also outside customers to whom it 
sold its excess, has value substantially 
more than $1 a year. This is borne 
out by the subsequent lease from 
Hearn to the New York Steam Corpo- 
ration which was required to pay $16,- 
500 annually for the steam equipment 
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and the space occupied by it. No in- 
formation was furnished by the com- 
pany either as to the rental value of 
the equipment or the location. 

What was stated by Chairman Malt- 
bie in Case No. 6813, Re Special Con- 
tracts by Gas & Electric Companies 
(N. Y.) P.U.R.1931E, 302, 314, is 
here pertinent, especially the following 
quotation : 

“When property or supplies are pur- 
chased or property is rented, or any 
other relationship entered into between 
a public utility and a consumer, such 
relationship should be independent of 
the price to be charged for service or 
the facilities to be rendered, and all 
utilities should be in a position where 
the various operations just referred to 
may be justified and defended each 
upon its own basis. There should be 
no instance where, in order to justify 
apparently preferential rates or pref- 
erential service, it is necessary to con- 
sider the price paid for property or 
for supplies, or rentals charged for the 
use of property.” 

The record shows that private plant 
owners are placed in a favored group 
not recognized in any classification 
contained in the filed rate schedule. 
Extending benefits, not available to 
others, to private plant owners, under 
the guise of an acquisition agreement 
is an evasion of the provisions of the 
Public Service Law dealing with un- 
due preference, unjust discrimination, 
rebates, advantages, special privileges, 
etc. (Section 65.) The violation of 
any provision of the Public Service 
Law is a misdemeanor. (Subd. 2, 
§ 58 P. S. Law.) 

A complete discussion of all the 
various violations resulting from the 
company’s practices in acquiring pri- 


vate plants would unduly extend this 
report. The testimony in connection 
with the acquisition agreements, much 
of which was guarded, contradictory 
or misleading, was not conducive to 
simple and complete disclosure of the 
various ramifications involved in many 
of the transactions. Without attempt- 
ing to refer to all of the violations of 
law revealed by the record, it is well to 
summarize those acts which best indi- 
cate the methods and devices used by 
the company in extending rebates or 
undue preferences to private plant 
owners. 

1. By the payment of an amount 
substantially in excess of any reason- 
able value of the private plant ac- 
quired, a rebate has in effect been 
granted. That the excess considera- 
tion is called a commercial allowance 
does not alter the situation, for the 
recipient has been induced by the pay- 
ment of a sum of money to become a 
customer at the filed rate for service. 

2. By assuming the expense of 
changing over the wires and facilities 
of a private plant owner, the Edison 
Company has granted undue prefer- 
ence in favor of such owners. Pro- 
spective customers with no private 
plant for sale could not obtain such 
valuable assistance. 

3. By extending pc service to pri- 
vate plant owners even for temporary 
periods, the Edison Company has 
granted an unlawful inducement and 
concession available under its tariff 
and rules and regulations only to con- 
tractors and subcontractors. 

4. By leasing four Heine boilers to 
Hearn’s for $1 per year as a courtesy, 
the Edison Company has disregarded 
the real value of the boilers which was 


21 P.U.R.(N.S.) 164 





recogr 
same | 
pied ¥ 
by He 
Corpo 
(No 
for th 
of as 
ers OF 
stance 
an in’ 
ration 
conne 
der tl 
whicl 
the e 
and t 
the m 
a me 
creat 


RE NEW YORK EDISON CO., INC. 


recognized by the parties when the 
same boilers and the space they occu- 
pied were leased on January 10, 1936, 
by Hearn’s to the New York Steam 
Corporation for $16,500 annually. 
(No satisfactory reason was given 
for the execution -by the same parties 
of a second lease of the identical boil- 
ers on March 24, 1936. This circum- 
stance may be of more importance in 
an investigation of the Steam Corpo- 
ration’s practices.) The maneuvers in 
connection with the Heine boilers ren- 
der the whole transaction a farce, by 
which Hearn’s was allowed to profit at 
the expense of the Edison Company 
and the Steam Corporation. Through 
the manipulation of title to the boilers 
a method and device for rebate was 
created that is forbidden by law. 


5. An agreement to defend the 
Hotel Chelsea from suits which might 
be brought against it, because it ter- 
minated private plant service, shows 
the extremes to which the officials of 
the company were willing to go to 
consummate private plant acquisitions. 

As officials of the company testi- 
fied that private plants will in the fu- 
ture be acquired in accordance with 
the policy and practices herein re- 
ferred to the matter is referred to 
the Commission for appropriate ac- 
tion. 

Respectfully submitted, George E. 
McVay, Assistant Counsel. 

Approved by the Commission, No- 
vember 9, 1937. 





OHIO PUBLIC UTILITIES COMMISSION 


Re Special and Individual Contracts or 
Agreements of Private Motor Carriers 


Motor carriers, § 7 — Private motor carrier — Subject to regulation. 
1. Private motor carriage is sufficiently affected with a public interest to 


warrant public regulation, p. 166. 


Motor carriers, § 33.1 — Regulation of contract carrier — Contracts in writing — 


Rates. 


2. Contract motor carriers must transport under contracts or agreements 
in writing, which shall provide for transportation for a particular shipper 
or shippers, which shall be bilateral and impose specific obligations upon 
both carrier and shipper or shippers, which shall cover a series of shipments 
during a stated period of time in contrast to contracts of carriage govern- 
ing individual shipments, which shall provide that rates for such carriage 
shall be paid to the contract carrier by the shipper or shippers and not by 
the consignees of the merchandise in any instance, and copies of said con- 
tracts shall be preserved by the carrier parties thereto so long as the con- 
tracts or agreements are in force and for at least one year thereafter, p. 
166. 


[October 28, 1937.] 
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I 


NVESTIGATION of special and individual contracts or agree- 
ments of private motor carriers; regulations adopted govern- 


ing contracts of such carriers. 


By the Commission: In the ad- 
ministration of the Private Motor 
Carrier Act since its inception in 1933 
many special problems of private mo- 
tor carriers have been brought contin- 
ually to our attention. 

The definition of a private motor 
carrier as defined in § 614-103 of the 
Ohio General Code is as follows: 

“The term ‘private motor carrier’ 
shall include every corporation, com- 
pany, association, joint stock associa- 
tion, person, firm or co-partnership, 
their lessees, legal representatives, 
trustees, receivers or trustees appoint- 
ed by any court whatsoever, when en- 
gaged in the business of private car- 
riage of persons or property, or both, 
or of providing, or furnishing such 
transportation service, for hire, in or 
by motor-propelled vehicles of any 
kind whatsoever, including trailers, 
over any public highway in this state, 
but shall not include any corporation, 
company, association, joint stock as- 
sociation, person, firm or co-partner- 
ship, their lessees, legal representa- 
tives, trustees, receivers, or trustees 
appointed by any court whatsoever, in 
so far as they may be engaged.” 

[1] It has long been held that the 
business of common carriage is a pub- 
lic calling and subject as such to pub- 
lic regulation. It is also evident today 
that private carriage is sufficiently af- 
fected with a public interest to war- 
rant public regulation. 

[2] Under § 614-83 of the Ohio 
General Code principles are set out 
that clearly makes it the underlying 
purpose of our regulation to promote 
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and protect an adequate and official 
common and contract carriers’ service 
by motor vehicles in the public inter- 
est, and these regulations of contract 
carriers are designed and confined 
with that end in view. 

In the light of our experience in the 
past few years it is our judgment that 
there is clearly a need for certain gen- 
eral requirements with respect to con- 
tract carriers that are necessary in 
carrying out the underlying purpose 
of the act. 

A contract carrier has certain in- 
herent advantages in competition over 
a common carrier. Common carriers 
must serve all who seek their services 
at rates which are published and 
open for public inspection. The con- 
tract carrier is free to pick and choose 
among shippers and may discriminate 
as between shippers both as to serv- 
ice and rates. Such latitude often 
makes the contract carrier a source 
of positive peril to the common car- 
riers when they shop freely among 
shippers and confine their actual con- 
tracts to individual shipments. Con- 
sequently shippers may play the con- 
tract carrier against the common car- 
rier and contract carriers against each 
other with the result that destructive 
and unfair competition is intensified 
particularly in view of the fact that 
publication of common carriers’ tar- 
iffs makes them open targets. 

Conditions have become such that 
make it exceedingly difficult to locate 
the line of distinction between those 
who are common carriers and those 
who are contract carriers. As a mat- 
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ter of law it is more than probable 
that many of those who now profess 
to be contract carriers are in reality 
common carriers. That there are no 
mutually binding agreements with the 
shipper, except as individual shipments 
are tendered in response to an offer of 
the carrier. 

Section 614-107 of the General 
Code among other things provides that 
applicants for private motor carrier 
permits must have attached to their 
application and made a part thereof 
an affidavit signed by each such per- 
son, firm, or corporation so named by 
and proposing to employ the applicant 
as his or its private carrier, which af- 
fidavit shall be in the form prescribed 
by the Commission and shall evidence 
that a bona fide, special, and individu- 
al private carriage contract in writing 
has been entered into and been signed 
by the applicant and each such employ- 
er, and effective upon the granting by 
the Commission of the permit sought. 
The Commission in its discretion, 
may require the submission at any 
time of such contracts or proposed 
contracts for its examination. 

We find, therefore, that from and 
after the effective date of the order 
hereinafter entered, all contract carri- 
ers shall transport under contracts or 
agreements which shall be in writing, 
which shall provide for transportation 
for a particular shipper or shippers, 
which shall be bilateral and impose spe- 
cific obligations upon both carrier and 
shipper or shippers, which shall cover a 
series of shipments during a stated pe- 
riod of time in contrast to contracts of 
carriage governing individual ship- 
ments which shall provide that rates 
for such carriage shall be paid to the 
contract carrier by the shipper or ship- 


pers and not by the consignees of the 
merchandise in any instance and fur- 
ther copies of said contracts or agree- 
ments shall be preserved by the car- 
rier parties thereto so long as the con- 
tracts or agreements are in force and 
for at least one year thereafter. 

In our judgment, these requirements 
will remove many present hindrances 
to the practical and effective adminis- 
tration of these statutes and act as a 
reasonable means of protection to com- 
mon carriers by motor vehicle. We 
also feel that they will not stand in the 
way of proper and desirable contract 
carriage such as is contemplated by 
the statutes but on the contrary will 
inure to the benefit of every bona fide 
contract carrier who will thereby have 
greater assurance of definite and con- 
tinuing traffic at a reasonable lev- 
el of charges. It is a mistake to as- 
sume that conditions which now pre- 
vail operate to the detriment of the 
common carriers only. They are also 
harmful to the contract carriers and 
particularly to the small operator who 
does not have the advantage of an effi- 
cient organization and close relations 
with large shippers. We feel sure 
that, under the requirements herein 
established, these services will con- 
tinue to be rendered by bona fide con- 
tract carriers, both large and small, 
under circumstances from which there 
will be eliminated the present con- 
stant threat to their economic exist- 
ence. 

Moreover we further believe that 
these requirements will benefit ship- 
pers because they will tend to stabilize 
the motor transportation industry and 
promote conditions under which more 
efficient and dependable service can be 
rendered. 
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MISSOURI PUBLIC SERVICE COMMISSION 


Re Arkansas-Missouri Power Corporation 


[Case Nos. 9396, 9398, 9400.] 


Service, § 213 — Discontinuance — Unauthorized construction. 
1. The Commission is not inclined to deny service to the public served by 
electric lines constructed without Commission authorization by requiring 
the company to discontinue their operation and to remove them, p. 169. 


Certificates of convenience and necessity, § 11 — Powers of Commission — Au- 
thorization for unauthorized construction. 

2. The Commission has no power to grant authority to an electric utility 

company to construct a line that has already been constructed and is in 


operation, p. 169. 


[November 8, 1937.] 


FS scheme for certificate of convenience and necessity for 
construction of transmission line; dismissed. 


By the Commission: These cases 
are before the Commission upon the 
application of the Arkansas-Missouri 
Power Corporation for certificates of 
convenience and necessity to construct 
three electric transmission lines locat- 
ed in areas adjacent to territory now 
served by the applicant in Pemiscot 
county, Missouri. The applicant’s 
post-office address is Blytheville, Ar- 
kansas. The applicant is a Delaware 
corporation authorized to engage as a 
public utility company in certain coun- 
ties in southeastern Missouri, includ- 
ing Pemiscot county. 

The cases were heard at Jefferson 
City on October 20, 1937, at which 
time and place all interested parties 
were given an opportunity to be heard. 

Because of the fact that all parties 
interested in the three cases were the 
same, that the cases were of the same 
nature, and that the applicant sought 
authority to construct the three lines 


for the same purposes under very 
similar conditions, they were consoli- 
dated by agreement of all concerned 
and submitted upon the record. Like- 
wise for their disposition the cases 
are consolidated in this report. 

In Case No. 9396 the applicant de- 
sires to construct, maintain, and op- 
erate a single phase, 2-wire circuit, 
operating at approximately 6,900 
volts, to be extended from the inter- 
section of a Pemiscot county highway 
and state road No. D, located in the 
northwest corner of section 30, town- 
ship 18 north, range 13 east, and ex- 
tending south along the western right- 
of-way edge of state highway No. D, 
to the community of Brashear, a dis- 
tance of approximately 8 miles; also, 
along a county road way, leading east 
from state highway No. D for a dis- 
tance of approximately 14 miles. 

In Case No. 9398 the applicant re- 
quests authority to construct, main- 
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tain, and operate a single phase, 2-wire 
circuit, operating at approximately 
2,300 volts, to be extended from the 
existing distribution system in Hol- 
land, Missouri, westward along a 
county road for a distance of four 
miles. 

In Case No. 9400 the applicant re- 
quests authority to construct, main- 
tain, and operate a single phase, 2-wire 
circuit, operating at approximately 
6,900 volts to be extended from a sub- 
station on highway 61 located in sec- 
tion 24, township 20 north, R. 12 
east, Pemiscot county, Missouri along 
U. S. Highway No. 61 south for a 
distance of 2 miles. 

Attached to the application and filed 
as exhibits at the time of the hearing 
are maps showing the location of the 
applicant’s present transmission sys- 
tem and the route of the lines it seeks 
authority to construct, including the 
manner in which they will be connect- 
ed to the present system and service 
extended to the prospective customers. 
As evidence of the needs for the serv- 
ice, the applicant files signed copies of 
its contracts between various custom- 
ers for the service. 

An association known as the Pem- 
iscot Electric Codperative Association 
appeared in protest to the granting of 
the authority for the construction of 
the proposed lines. We understand 
this is an association made up princi- 
pally of residents located in rural ter- 
ritory of Pemiscot and Dunklin coun- 
ties, associated in contemplation of 
forming a corporation for the purpose 
of borrowing funds from the Rural 
Electrification Administration of the 
Federal government, with which to 
construct electric lines throughout the 
principal part of those two counties 
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not now served by the lines of the ap- 
plicant. The evidence shows that they 
have been active in this effort for sev- 
eral months and now anticipate that 
the necessary steps will soon be carried 
forward to completion. They take 
the position that if the applicant in this 
case is given the authority requested 
the construction and operation of the 
proposed electric lines will interfere 
materially with the success of the sys- 
tem they now contemplate construct- 
ing and operating because the three 
lines proposed will serve three of the 
most settled areas in the rural terri- 
tory they desire to serve. 

It was brought out at the hearing 
that the applicant had constructed the 
three lines for which it is seeking au- 
thority and had placed them in opera- 
tion. It was shown that the last of the 
three lines was placed in operation 
the day before the hearing. 

The question was raised as to why 
the applicant did not wait until it had 
received the authority it is requesting 
in the three cases. In response to that 
inquiry applicant explained it had 
heretofore secured authority for the 
construction of such lines in a short 
time following the filing of the ap- 
plication, that the customers to be 
served were anxious to get the service, 
and that the applicant did not antici- 
pate the authority would be delayed or 
denied. 

The granting of the authority has 
been delayed because of the interven- 
ing interest that the Pemiscot County 
Electric Codperative Association has 
shown in the granting of the authority 
sought. 

[1, 2] In view of the fact that the 
lines had been constructed and put 
21 P.U.R.(N.S.) 
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into service, it appears to the Com- 
mission that all other questions rele- 
vant to the determination of the issues 
involved become moot, and we should 
now determine the disposition to be 
made of the cases as they stand before 
the Commission. 

The issues involved in these cases 
are very similar to the application of 
the Missouri Public Service Corpora- 
tion for a certificate of convenience 
and necessity to construct an electric 
line in Jackson county, Case No. 9174 
(17 P.U.R.(N.S.) 73). In that case 
the applicant company requested a 
certificate of convenience and ne- 
cessity and the evidence showed 
that the line had been constructed 
and was in operation prior to the 
filing of the application for author- 
ity to so construct, maintain, and 
operate it. In discussing that case the 
Commission referred to § 5193, 1929 
Rev. Stats. of Missouri, wherein it 
states that, “No gas corporation, elec- 
trical corporation, or water corpora- 
tion shall begin construction of a gas 
plant, electric plant, or water system 
without first having obtained the per- 
mission and approval of the Commis- 
sion.” 

The decision of the supreme court 
in the case of Public Service Commis- 
sion v. Kansas City Power & Light 
Co. (1930) 325 Mo. 1217, P.U.R. 
1931A, 32, 38, 31 S. W. (2d) 67, 
was shown to have upheld that, 

“A reasonable construction of the 
Public Service Commission Act forces 
the conclusion that it was the intention 
of the legislature to clothe the Com- 
mission with exclusive authority to 
determine whether or not the furnish- 
ing of electricity to a given town or 
community is a public necessity or 
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necessary for public convenience, and, 
if so, to prescribe safe, efficient, and 
adequate property, equipment, and ap. 
pliances in order to furnish adequate 
service at reasonable rates and at the 
same time safeguard the lives and 
property of the general public, those 
using the electricity, and those en. 
gaged in the manufacture and distri- 
bution thereof.” 

In view of that decision it does not 
appear necessary to discuss the issues 
involved herein except to state that 
since the lines are in operation and 
furnishing service to the public, the 
Commission is not inclined to deny 
that public the service by requiring the 
applicant to discontinue their operation 
and removal. However, it does not 
see how it can, under the statutes, 
grant authority to construct an electric 
system that has already been con- 
structed and placed in operation. In 
our judgment the same ruling should 
be made in this case as was made in 
the former case, a dismissal. Such 
decision, however, is not to be taken 
as the expected decision to be made 
in such cases where the utility may 
later commit a similar violation of the 
statutes. 

The evidence shows that the lines 
as constructed are at the outer edges 
of the area which the Codperative As- 
sociation expects to develop for rural 
electrification. It does not appear they 
should seriously interfere with that 
development. 

Hargus, 


and _ Boyer, 
Nortoni, and Ferguson, Commission- 


Chairman, 


ers, concur. Anderson, Commission- 
er, concurs with the results arrived at 
in this matter but in view of the fact 
that the applicant company is serving 
the public it necessarily follows it 
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should be directed to file with this 
Commission and print and keep open 
for public inspection schedules show- 
ing all rates and charges made, estab- 
lished, and enforced, or to be charged 


POWER CORPORATION 


and enforced, all forms of contracts or 
agreements and all rules and regula- 
tions relating to rates, charges, or 
service to be afforded or given to the 
public by said transmission lines. 





INDIANA PUBLIC SERVICE COMMISSION 


Re Kokomo Gas & Fuel Company 


[No. 12888.] 


Records, § 4 — Location outside of state. 


A public utility corporation engaged in furnishing service within the state 
and having its principal place of business in the state should not be permitted 
to keep its books, accounts, papers, and records at a place outside of the 
state, since this would interfere with Commission audits, would interfere 
with and hinder proper regulation contrary to the public interest, and the 
additional cost of keeping such books, accounts, papers, and records in the 
state would be negligible when compared to the benefits to be derived by 


the public. 


[November 5, 1937.] 


—— for order permitting the keeping of books, accounts, 
papers, and records outside of the state; denied. 


¥ 


APPEARANCES: Evans and Hebel, 
Attorneys, Indianapolis, and Elliott 
and Fell, Attorneys, Kokomo, for peti- 
tioner; Carl J. Broo, City Attorney, 
Kokomo, for the city of Kokomo; 
Ralph E. Hanna, Public Counsellor, 
for the Public. 


By the Commission: On October 
18, 1937, petitioner filed its verified 
petition for an order of the Commis- 
sion specifically permitting petitioner 
to keep its books, accounts, papers, and 
records at 122 South Michigan ave- 
nue, Chicago, Illinois, subject to the 
continued obligation of the petitioner, 
upon reasonable notice, to produce 
said books, accounts, papers, and rec- 


ords, or any of them, at its office at 
Kokomo, Indiana, at any time, for ex- 
amination by, or on behalf of, the 
Commission. 

The Commission, having made an 
investigation, having heard and con- 
sidered the evidence, having under 
consideration the matter of requiring 
petitioner to keep its books, accounts, 
papers, and records within the state of 
Indiana and being sufficiently advised 
in the premises, finds: 

1. That petitioner is an Indiana 
Corporation, engaged in the business 
of supplying gas to the general public 
in and near the city of Kokomo, In- 
diana; that petitioner has its principal 
place of business in said city of Ko- 
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komo, Indiana, and is a public utility, 
subject to the jurisdiction of this 
Commission ; 

2. That the general and subsidiary 
ledgers, vouchers, voucher requisi- 
tions, cash book, check register, books 
of account, purchase orders, insurance 
records, payrolls, payroll distribution 
records, materials used and return 
tickets, fixed capital records, employee 
credentials, contracts, leases, meter 
book, stock transfer book, budget 
requisition and records, statistical rec- 
ords in the matter of production ma- 
terials and other books, accounts, 
papers, and records, pertaining to peti- 
tioner’s public utility business, are all 
kept at the office of the Peoples Gas, 
Light and Coke Company, in Chicago, 
Illinois, and that no books, accounts, 
papers, and records, except the meter 
reading books, are kept at petitioner’s 
principal place of business in Kokomo, 
Indiana ; 

3. That, if occasion should arise to 
audit and examine the books, accounts, 
papers, and records of petitioner, it 
would be necessary for the representa- 
tives of this Commission either to go 
to Chicago, Illinois, to make such audit 
or examination or it would be neces- 
sary for this Commission to notify 
petitioner to make said books, ac- 
counts, papers, and records available 
to said representatives of the Commis- 
sion at Kokomo, Indiana; 

4. That it is neither desirable nor 
practical for the Commission to send 
its representatives out of the state of 
Indiana to audit petitioner’s books nor 
to notify petitioner, in advance of any 
audit which the Commission may see 
fit to make; 

5. That the practice of petitioner, 
in keeping its books, accounts, papers, 
21 P.U.R.(N.S.) 


and records in the state of Illinois, ip. 
terferes with and hinders the proper 
regulation of petitioner’s utility bys). 
ness, by this Commission, and is not 
in the public interest ; 

6. That the keeping of petitioner’; 
books, accounts, papers, and records 
within the state of Indiana would be 
conducive to the proper regulation of 
petitioner’s utility business and would 
be in the public interest ; 

7. That the additional cost of keep- 
ing said books, accounts, papers, and 
records in the state of Indiana is neg- 
ligible when compared to the benefits 
to be derived by the public, if said 
books, accounts, papers, and records 
are kept within the state of Indiana; 

8. That the prayer of the petition 
should be denied and that petitioner 
should be required to keep all of its 
books, accounts, papers, and records 
within the state of Indiana. 

It is therefore ordered by the Public 
Service Commission that the prayer 
of the petition be, and the same is, 
hereby denied. 

It is further ordered that petitioner 
keep, within the state of Indiana, at its 
office at Kokomo, Indiana, all of its 
books, accounts, papers, and records 
which pertain to its business as a pub- 
lic utility, from and after the 31st day 
of December, 1937. 

It is further ordered that the books, 
accounts, papers, and records, herein 
ordered to be kept within the state of 
Indiana, shall include not only ac- 
counting records in a limited technical 
sense, but all other books, accounts, 
papers, and records which may be use- 
ful in developing the history of, or 
facts regarding, any transaction. 


Bays and Cook, Commissioners, 
concur; McCart, Chairman, absent. 
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MONETTA A. G. ASSO. v. SOUTHERN BELL T. & T. CO. 


SOUTH CAROLINA PUBLIC SERVICE COMMISSION 


Monetta Asparagus Growers’ Association 


Southern Bell Telephone & Telegraph 
Company 


[Order No. 2144, Docket No. 1535.] 


Service, § 51 — Powers of Commission — Telephone connection, 


The Commission cannot pass upon the question whether a telephone com- 
pany should make a connection with a telephone line which an association 
proposes to build, nor can it issue any order on the merits of the question, 
until the proposed line is built and ready to be connected. 


[June 23, 1937.] 
Aa to require a telephone company to furnish a 
telephone connection; application dismissed, as premature, 
without prejudice. 


Wotre, Chairman: This matter 
comes before the Commission upon 
application of Monetta Asparagus 
Growers’ Association to require the 
Southern Bell Telephone and Tele- 
graph Company to furnish it “with 
telephone facilities, either through 
the medium of a private line or a toll 
station.” 

A hearing was held on June 2, 
1937, at which the petitioner appeared 
in support of its petition, and objec- 
tion was made by the Ridge Spring 
Telephone Exchange, and some testi- 
mony was taken but not under oath. 
The petitioner indicated that it pro- 
posed to build its own telephone line 
into the Batesburg area to which line 
it desired the Commission to require 
the Southern Bell Telephone and 
Telegraph Company to make connec- 
tion. The Commission is of the opin- 
ion that it cannot pass upon this ques- 
tion or issue any order on the merits 
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of the question until the proposed line 
is built and ready to be connected. If 
and when such proposed line is built 
and application is then made to the 
Commission to require the Southern 
Bell Telephone and Telegraph Com- 
pany to make such connection, then it 
would be necessary for the Commis- 
sion to have a hearing and to pass up- 
on the question in the light of the evi- 
dence presented at such hearing. 

It is, therefore, ordered that the ap- 
plication be and the same is hereby 
dismissed as premature, without prej- 
udice, however, to the right of the pe- 
titioner to make further application to 
the Commission if and when such pro- 
posed line has been constructed, and 
without prejudice to the Commission’s 
right then to pass upon the whole ques- 
tion presented in the light of such evi- 
dence as may be taken at a public 
hearing. 

21 P.U.R.(N.S.) 
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RHODE ISLAND DIVISION OF PUBLIC UTILITIES 


Re Newport Electric Corporation 


[Docket No. 366, Order No. 3432.] 


Intercorporate relations, § 13 — Transactions between affiliates. 
1. The Division of Public Utilities will carefully scrutinize loans and trans- 
actions between subsidiaries and affiliated companies, because special divi- 
dends can be paid and many times are paid to a holding company or its 
subsidiary under the guise of its being an operating expense, p. 175. 


Security issues, § 44 — Grounds for disapproval — Transactions with affiliates, 


2. Authority for the issuance of notes to an affiliated company and a pledge 
of bonds as security for the issuance of such notes, in order to finance 
electric plant expansion, was denied where the proposed rate of interest 
was higher than that charged on a proposed issue of notes to a third party, 
to secure which no collateral security was to be given, and where the 
company had not attempted to seek a loan with or without security from 
any other person, corporation, or bank, it appearing further that the cost 
of the plant had been paid from funds the source of which was not re- 
vealed, and it appearing further that the notes would become due in nine 
months, subject to renewal for an indefinite period, p. 175. 


Security issues, § 44 — Grounds for disapproval — Pending investigation. 
3. Public interest was held to require that a pending survey of all electrical 
companies should be conipleted before approval should be given for any 


further security issues, p. 176. 


[November 4, 1937.] 


eer for authority to issue notes; denied. 


By the Division: This is a peti- 
tion filed by the Newport Electric Cor- 
poration praying for the approval by 
the Division of Public Utilities of the 
issuance of notes for $300,000 and a 
pledge of $304,000 in bonds, as secur- 
ity for the issuance of said notes, and 
also the issuance of a series of notes 
for a total of $142,848. 

The petition and the evidence intro- 
duced show that the Newport Electric 
Corporation, by vote of its board of 
directors, authorized certain officials 
to install 10,500 kilowatts of turbine 
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generator capacity, and a pertinent 
boiler and electric equipment at a cost 
not to exceed $500,000. It also gave 
them power to enter into contract in 
behalf of the corporation, and the 
president or vice president and treas- 
urer or assistant treasurer were au- 
thorized to make such arrangements 
for the financing of the installation as 
they deemed necessary for the pur- 
pose of carrying out the resolutions 
adopted. They were also given power 
to execute in the name of and in be- 
half of the corporation negotiable 
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RE NEWPORT ELECTRIC CORP. 


papers and other instruments that they 
deemed necessary, limiting them to the 
amount of the cost of the power plant. 

The petition alleges that in order to 
finance the installation of this power 
plant, it is necessary to obtain a loan 
and, therefore, an arrangement of 
finance has been made by which the 
petitioner proposes to borrow from the 
Utilities Power & Light Corporation 
Limited of Canada $300,000 payable 
nine months from date with interest 
at the rate of 43 per cent per annum, 
with the right to renew said note for 
additional periods of nine months af- 
ter maturity, and to pledge with said 
Utilities Power & Light Corporation 
Limited of Canada, as security for the 
loan, the amount of $304,000 of 44 
per cent gold mortgage bonds due 
July 1, 1954, and further to execute 
to the Westinghouse Electric & Man- 
ufacturing Company serial notes for a 
total of $142,848 with interest at 4 
per cent per annum payable monthly 
over a period of thirty-six months. 

The petition is filed under Chap. 
253, as amended by Public Laws, Jan- 
uary Session 1936, Chap. 2345. Under 
the foregoing statute the petitioner can 
issue its note or notes for a period not 
exceeding one year, without the ap- 
proval of the Division, but in this case 
the petitioner desires the right to re- 
new its notes for additional periods 
of nine months after maturity. 

[1] The evidence shows that the 
Newport Electric Corporation is 
owned by the Utilities Power & Light 
Corporation of Chicago; that the af- 
filiate company, the Utilities Power & 
Light Corporation Limited of Canada, 
from which the petitioner wishes to 
obtain the loan, is also a subsidiary of 
the Chicago corporation. This Divi- 
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sion will go on record now in stating 
that it will carefully scrutinize loans 
and transactions between subsidiary 
and affiliate companies, because special 
dividends can be paid and many times 
are paid to a holding company or to its 
subsidiary under the guise of it being 
an operating expense. 


[2] We are asked to approve two 
loans—one in the amount of $142,848 
and one for $300,000. The latter is 
a loan which is to be obtained from 
an affiliate corporation. The rate of 
interest on this loan is 4 per cent 
higher than that charged on the smal- 
ler loan, which is to be obtained from 
a third party. It is interesting to note 
that there is no collateral security to 
be given the creditor on the latter loan, 
but upon the one which is made by 
the affiliate company, the petitioner 
wishes to pledge collateral security in 
the amount of $304,000 of Newport 
and Fall River Street Railway Com- 
pany 44 per cent gold mortgage bonds 
due in 1954 and now held in the 
treasury of the petitioner. It is also 
significant, according to the evidence, 
that the petitioner did not attempt to 
seek the loan for the larger amount 
with or without security from any 
other person, corporation, or bank. 
The evidence further discloses that the 
plant, upon the date of the hearing, 
was 97 per cent completed. It was 
testified by Mr. George W. Michael 
as follows: 


Q. Was it you who stated that 
97 per cent of the construction 
was completed? A. Yes. Q. How 
about bills; are the bills paid? A. 
Yes. At the time we had the last 
hearing, there were bills in the amount 
of some $400,000 owed at that time. 
21 P.U.R.(N.S.) 
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Q. They were paid at that time? A. 
Yes. I don’t recall the exact figures, 
but it was over $400,000. Q. So that 
there isn’t very much that you owe? 
A. Other than the Westinghouse ac- 
count. 

Four hundred thousand dollars 
has been paid out by the petitioner, 
yet there is no evidence to show from 
where the money came. By all indica- 
tions the petitioner wishes us to ap- 
prove what is ordinarily termed “a 
trench line loan.” This Division does 
not look with favor upon this kind of 
a loan. The plant is practically all 
paid for but assuming that it is neces- 
sary for the petitioner to obtain a loan, 
it has not produced any evidence which 
would justify its approval by the Di- 
vision because the petitioner intends 
to issue a nine months’ note and re- 
new the same for indefinite periods. 
We believe that the petitioner ought 


to be in a position to know when and 
at what time these notes will be called 
so as to meet the obligations when due, 
to avoid any emergency which might 
be detrimental to the petitioner and its 
consumers. 


[3] The Division is somewhat in- 
clined to approve the loan which is to 
be obtained from the Westinghouse 
Electric & Manufacturing Company, 
but since the legislature has enacted a 
law which gives the Division authority 
to employ a consultant for the purpose 
of making a survey of all electrical 
companies in the state, it is of the 
opinion that this loan should not be 
approved until after the survey is 


made, if facts justify it, inasmud 
the question as to whether the equi 
ment, which is to be purchased or 
been purchased in the amount | 
$142,848, equals the value of the loay 
That is a matter which comes w 
the survey. The state has employ 
Frederick A. Young, an electrigg 
engineer, to make such a survey. He 
is now surveying the petitioner’s prop 
erty and his report may or may not 
affect the petitioner’s existing rates, 
Public interest, therefore, demands 
that this survey be completed before 
any approval is given for any further 
security issue. 

The petitioner, at the request of the 
Division brought in a work sheet 
showing the amount of money which 
would be saved in constructing a new 
power plant. It was merely a skeleton 
and not a detailed statement of compu- 
tation of the entire financial structure 
of the corporation. The only financial 
statement filed with the Division, other 
than an anticipated savings from 
generation of power requirements, 
was a balance sheet of September 30, 
1936, attached to the petition. The 
Division was unable to determine 
from the evidence presented whether 
there could be a larger saving than the 
schedule which was filed showed. It 
is therefore ordered: (3432) The 
petition is denied and dismissed with- 
out prejudice for the petitioner to file 
a new petition for the Division’s ap- © 
proval of the loan of $142,848 upon 
completion of the survey. 
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A New Low-Cost Foam Tool! 


Combines Water, Solution and Air 
To Form Fire-Smothering Foam 


blic utilities are welcoming this revolu- 
nary larger-capacity foam equipment for 
mmable liquid fires. 
e specially designed PHOMAIRE Play 
be connects to your hose line (34" to 2!/,"). 
en the water is turned on, PHOMAIDE, 
ew foam-making solution carried in a Hip 
, and air are automatically drawn into 
water stream in the proper proportions 
form foam. 


ere are no complicated preliminaries, no 


fusing adjustments, no moving parts. And 
ly one man is required at the Play Pipe. 


Less than 20 gallons of water at a pressure of 
75 pounds or more are required per minute. 
This is the only efficient foam unit available 
for small lines. One gallon of Phomaide 
Solution makes 350 gallons of foam. 300 to 
400 gallons per minute may be continuously 
produced by merely pouring additional solu- 
tion into the Hip Pack. 


This is NEWS. Without obligation, ask for 
descriptive literature, prices and a demon- 
stration of the Phomaire Unit illustrated at 
the left. Don't wait! Mail your request now. 


Get the Latest Foam Equipment 


Promise na Phgmaide 


SOLUTION 


developed, made and sold by 


¢ Wamufacturi 


NEWARK (=) antag Coma 


ATLANTA 
RANBAS CITY 
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Electric Utility Industry 
Sets New Records 


| Bagge power output set a new high record 
in 1937, exceeding that of the previous 
year by 83 per cent, and reaching a total of 
119 billion kwhr, according to C. W. Kellogg, 
president, Edison Electric Institute. This rep- 
resents an increase of 28 per cent above the 
boom year of 1929. Production by water 
power was 40 billion kwhr, and by fuels 74 
billion kwhr, while power imported from 
Canada and purchased from other sources 
was 5 billion kwhr. 

The highest weekly production, which 
usually occurs the week before Christmas, oc- 
curred this year in the last week of August. 
This was due primarily to the industrial re- 
cession in the later months of the year, but it 
it reflects also the influence of the large re- 
frigeration and air conditioning load that has 
developed in recent years. 

Generating capacity at the close of 1937 was 
estimated at 35,042,000 kilowatts, of which 9,- 
617,000 kw, or 273 per cent, was in water 
power plants, 24,745,000 kw in steam stations 
and 680,000 in internal combustion engines. 
New construction during the year comprised 
1,050,000 kw of additional power generating 
machinery, which was, in part, offset by the 
retirement of 268,000 kw of older equipment, 
leaving a net increase of 782,000 kw added to 
een utility power plants for the year 
1937. 


Humidifier Manufacturer 
Opens New Plant 


WJ se Laboratories, Inc., recently 
opened a new plant in Utica, New York, 
for the manufacture and distribution of the 
Walton Humidifier for use in home, office, 
and industry. 

The company, chartered in New York 
state, will produce the humidifier formerly 
manufactured by the American Gas Accumu- 
lator Co. of Elizabeth, N. J. William Felder- 
man is president of the new company. 

In addition to humidifiers, the company will 
manufacture special units for air medication, 
deodorization, and special machines for the 
mechanical neblization of liquids. 


New Pyrene Extinguishers 


wo new class “A” fire extinguishers, 
Wintergarde, which is non-freezing to 
—40°F and Hydrogarde, using plain or dis- 
tilled water, are aflnounced in a recent issue 
of Firefax, the interesting organ published by 
Pyrene Manufacturing Co., Newark, N. J. 
The Wintergarde anti-freeze type extin- 
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guisher is recommended for the protection of 
unheated properties, such as warehouses, 
bridges, etc. The Hydrogarde water type unit, 
using plain water, is effective protection 
against incipient fires in wood, pa 
bish, etc. Filled with distilled water, it may be 
used for telephone switchboard fires, — 
For further information, write to the 
manufacturer for Folder F8. "4 


Gas Appliance Sales in 1937” 
Show Marked Increase 


.. UTES increased during 1937 in the sale 
of gas appliances and equipment was re- 
ported recently by C. W. Berghorn, managing © 
director and executive secretary of the As — 
sociation of Gas Appliance and i 
Manufacturers, New York, N. Y. : 

The total number of items sold, according” 
to Mr. Berghorn, was approximately four 
million at an estimated value of half a billion 
dollars. 4 

These figures, Mr. Berghorn said, show © 
highly satisfactory progress for the industry 
as a whole, and prove once more the benefits | 
accruing from the kind of codperative effort 
which this Association was founded to pt 
mote. 

Various methods of sales promotion have’ 
been found valuable by the gas industry. Per” 
haps the most successful in 1937 was one of 
the sales contests, known as the Golden Faucet, 
to further the sale of automatic gas water 
heaters. This will be repeated during 1938 
under the name of the Automatic Gas Water 
Heater Prize Parade. 

A new field for the industry has been 
opened, according to Mr. Berghorn’s report, 
in all-year-round air-conditioning which goes 
hand-in-hand with heating. Mr. Berghorn an- 
ew wide development in this field during 
1938. 


tw 


The president of the Association of Gas 
Appliance and Equipment Manufacturers 1s 
accruing from the kind of co-operative effort 
Merrill N. Davis, executive vice-president of 
the. Dresser Manufacturing Company, of 
Bradford, Pa. 


Industrial Tape Corporation 


HE name of The Revolite Corporation, 
"Tite Brunswick, N. J., has been changed 
to Industrial Tape Corporation, effective 
January 1, 1938. 

The products of the Industrial Tape Cor- 

ration will be identical as heretofore. These 
include “Electape” with the flexible bakelite 
coating, for all electrical purposes; paper 
masking tape for all around protection; “Jon 
flex,” a fine cloth masking tape which 1S 
strong, flexible, easy to handle, and is im- 
pervious to all lacquers and solvents ; and “In- 
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EWELERS WANT BETTER LIGHTING because they are convinced of its 


remendous value as a "selling tool" in their business. 
They know that high intensity glareless illumination gives their merchandise new sales 
ppeal by emphasizing its beautiful color, metallic texture and delicate design. 
Permaflector Lighting has played a major role in jewelry store lighting modernization. 
ewelers are enthusiastic about their results from using this modern lighting method that 


directs high intensity glareless illumination to the "selling area" of their store interior and 


ansforms their show windows into sales windows. 
You can sell jewelers increased kilowatt hours more easily by recommending Permaflector 
ighting—the "selling tool" accepted by jewelers everywhere. 


PITTSBURGH 
FREE LIGHTING BOOKLET 
EFLECTOR A requ! on your lteheed ol ing 
ansbureh Lighting for Modern Jew Store 
rowe COMPANY dion end: pictographe of eotuel taste: 
tions neg will help you sell your next 
prospect. 





OLIVER BUILDING 
PITTSBURGH, PA. 
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dustrial,” a coarse cloth masking tape which 
is similar to “Jonflex” but with a heavier and 
coarser back cloth for heavy duty jobs. 

The corporation also manufactures special 
adhesive tapes for all industrial purposes. 


The Kisco Cool-Circle-ato 
Table 


= Kisco Company, Inc., St. Louis, Mo., 
announces a new method of air re-cir- 
culation and cooling. 

Through its special design and arrangement 
of blades, the new unit, known as the Kisco 
Cool-Circle-ator Table, draws an abundance 


A New Air Re-circulator 


of cool air and quietly re-circulates it around 
the room without creating blasts, drafts, or 
annoyance. 

The Kisco Cool-Circle-ator Table is at- 
tractively finished in brown and ivory. All 
mechanical parts are enclosed in an ornate 
grille. The table top can be used as a serving 
tray and can be used in the home, office, or 
store—and wherever effective cooling com- 
fort is desired. 

Its applications are fully illustrated and de- 
scribed in an attractive, colored folder, copies 
of which may be obtained from the manu- 
facturer. 


Utility Construction Gains 


T OTAL. construction expenditures in the 
electric light and power industry for 1937 
(exclusive of Federal work) were estimated 
at $455,480,000, in 1937 by the Edison Electric 
Institute. This is a large increase over the 
$289,710,000 spent during the previous year, 
but still less than one-half of the expenditures 
during the peak year of 1930. 

Of the 1937 construction total, the expendi- 
tures for distribution poles, wires and equip- 
ment again constituted the largest item, being 
$203,250,000 or nearly one-half of the entire 
amount. Expenditures for steam generating 
stations totaled $113,060,000 or 244 per cent 
while expenditures for hydroelectric plants 
again were negligible, costing only $10,540,000. 
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Vacuum Controlled Winch by. 
American Coach & Body © 


HE development of a vacuum contro 
winch by The American Coach ap 
Body Co., Cleveland, Ohio, presents a ney 
departure in winch construction, according jp 
a recent announcement by this well-know, 
manufacturer of public utility construction | 
equipment. 4 
Outstanding new features of control an 
design embodied in this new winch ji e 
a dashboard operated vacuum clutch and free © 
drum brake, an adjustable hanger, and tuby- 
lar cross supports. 3 
The operation of the clutch by means of 
the hand control valve located on the dash. 
board eliminates the necessity for the opera. 
tor to put his arm through the rear cab win 
dow to disengage the clutch as is necessary on © 
other winches. It also eliminates the neces. 
sity for an extra inside cab control which is” 
particularly desirable in cab-over-engine 
chassis. The brake pressure on winch d 
may be adjusted to operator’s demand, 
This new winch is quickly adaptable to any 
frame width of any style chassis and can be 
readily mounted totally above the frame or 
any adaptable depth between the fram 
members. “a 
The outside hanger is fully adjustable to 
any body width and is adjusted to proper dis 
tance from the drum when mounting. a 
Tubular cross supports on wide centers 
the winch line force in a plane directly 
through the center of the drum. This defi- 
nitely eliminates tilted winch beams. 5 


New Guth Illuminants 


EW literature recently issued by The 
Edwin F. Guth Company, St. Louis, Mo, — 
describes and illustrates the company’s new 
Louvre Lens used for merchandise display; 
the Optilux, an enclosed indirect illuminant, 
and Ancoda, an indirect illuminant for con- 
trolled high intensity requirements. ’ 
The Louvre Lens is described as an ingen- 
ious innovation of moulded, heat-treated, crys- 
tal glass which creates limitless adaptations 
for punch lighting. It is extremely efficient 
in light yield and wide light distribution, 
The Optilux unit possesses a unique 
cover and employs the Alzak finish. It pro- 
vides a direct light distribution of approxi- 
mately 158 degrees. 4 
The Ancoda indirect illuminant is designed 
to properly control high intensity lighting to 
present brilliant merchandise pictures, Re- 
flectors are Alzak aluminum. Two-toned ef- 
fects, for instance, alternate blue and gold ex- 
terior light-spills, can be furnished on Ancoda. 


Insulux Glass Block 


HE use of Insulux glass block in construc- 

tion of commercial and industrial build- 
ings and residences, is described and illus- 
trated in recent literature issued b 
Owens-Illinois Glass Co., Toledo, Ohio. 
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Here’s What 
We Mean By 


STORY IN 
PICTURES 


This 24-page book, 

**Grinnell Prefabrica- 

& tion,” shows many in- 

stallation views, explains 

the economy in cost and 

labor, easier erection, 

pretesting, qualification 

for insurance and other advantages of 

Prefabrication by Grinnell. Write for 
your copy today. 


Sis 


The complicated structure of these 12” and 20” low 
pressure and exhaust headers offers an excellent 
example of the interpretive engineering that is an 
important feature of prefabrication by Grinnell. 

Grinnell engineers worked closely with the de- 
signers of the big power plant in which this piping is 
located. Interpreted their ideas and plans in terms of 
extruded outlets, circumferential welds, simplicity. 


Interpretive engineering is only one of the eight 
reasons why engineers on routine or pioneering power 
or process installations say “Give the plans to 
Grinnell.” Grinnell Company, Inc., Executive Offices, 
Providence, R. I., Branch offices in principal cities. 


WHENEVER PIPING t8 INVOLVED 
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Stringing cable is no job for a fair-weather outfit. The going's tough, as any lineman 
will tell you... uphill and down, through mud and swamp, across the country as nature 
made it without benefit of trail or road. 


It's a job for a Cletrac ... the crawler tractor that's built to smile at hard going... 
with the traction, the balanced design, the power, and stamina to get in and out of 
the tough spots. 


With controlled differential steering, Cletracs are more easily controlled, surer footed 
in tight places, safer on the hills. 


Investigate. There are fifteen models, from 22 to 94 horsepower, either gasoline, 
tractor fuel, or Diesel powered, and with a complete line of working equipment. 


THE CLEVELAND TRACTOR COMPANY - CLEVELAND, OHIO 


Cletrac 


Crawler Tractors 


The only tractors with controlled differential steering that keeps both tracks 
pulling at all times ... on the turn as well as on the straightaway: 


——— 
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TRANSFORMERS 


Ciciw Pennsylvania Distribution 
Transformers when determining your 
coming year’s requirements. Those 
interested in engineering, operating 
or maintenance will readily appreciate 


their outstanding advantages. 


Write for Bulletin 350 just off the 
press, detailing and illustrating 
basic improvements. 


TRANSFORMER CO. 


170le-ISLAND AVENUE, ns 
PITTSBURGH e¢ PENNA. 
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UTILITY REGULATION 


wor 


1937 PROCEEDINGS 


NATIONAL ASSOCIATION OF 


RAILROAD AND UTILITIES COMMISSIONERS 
$6.00 


DISCUSSIONS BY SPECIALISTS 
ON PUBLIC UTILITY REGULATION AND ACCOUNTING PRACTICES 


50 COMMISSIONS (FEDERAL AND STATE) REPRESENTED 


Rate Regulation—Rural Electrification—Public Utility Holding 
Company Act—Regulation of Securities Issues—Regulation 
of Accounting Practices—Problems Presented by the 
Federal Motor Carrier Act 


OTHER PUBLICATIONS OF THE N. A. R. U. C. 


Uniform System of Accounts for Electric Utilities 

CE PERSON Te. BB: SO TICINO) os sn es oaiaceeBeees beha'eenc.s cg weer tneel: « $2.00 
Uniform System of Accounts for Gas Utilities 

(Manufactured and Natural Gas) (Classes A and B) (1936)...............4.- 2.00 
1937 Revisions in Uniform System of Accounts for Gas Utilities 25 
Retirement Units for Electric Utilities (Mimeographed).................ceeeeeeeee 85 
Retirement Units for Gas Utilities (Mimeographed)...............ececcceeeeeeees 85 
Depreciation—A Review of Legal and penrneias ROD «isos isan pattaieibaese © ° 1,85 
Report of Committee on Public Utility Rates (1937) 60 
Report of Committee on Public Utility Rates (1936).......... cece cece cece ec eeees 50 
Report of Committee on Progress in Public Utility Regulation (1937)............. 75 
Report of Special Committee on Progress in Public Utility Regulation (1936)...... 50 
Recent State Legislation Affecting Public Utility Regulation 

Prepared by the Special Committee on Progress in Public Utility 

Regulation (Chart 17” x 22”) (1936) 


(Where remittance accompanies order we pay forwarding charges) 


THE STATE LAW REPORTING COMPANY 


Official Reporters and Publishers of N.A.R.U.C. 
30 VESEY STREET NEW YORK, N. Y. 
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WORDSTROM LUBRICATED PLUG VALVES 


meet every major valve need 








<— 


52. ge 








No. 185 
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a : Pit 
| PITTSBURGH EQUITABLE METER Co. New York City. | 
A Subsidiary of Made from Alloys to ble, Gemanie. At 


WERCO NORDSTROM VALVE CO. meet your needs ada: Peaceck Brot 
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REMARKABLE Capacity 
EXCEPTIONAL Speed 
OUTSTANDING Beauty 


combined in this NEW 


ELECTRIC RANGE 


EAUTIFULLY designed two-oven range with 

six High Speed L&H Calrod top units. Ovens are 
equipped with exclusive “EQUALIZED HEAT” for 
Better Baking. Two Wilcolator liquid expansion type 
oven temperature controls. Two warming drawers 
on roller bearings. And many other features for 
convenient, economical quantity cooking. 





Write for complete details 


A. J. LINDEMANN & HOVERSON CO. 
MILWAUKEE, WISCONSIN 








Nothing Like It for Control Bus or 
Other Floating Service 


LD rc etsagins by Exide engineers for exciter and 
other stationary services, early in the history 
of this Company, the Exide-Chloride Battery has 
been for nearly half a century the choice of con- 
sulting and operating engineers all over the world. 

For floating service no battery has yet been de- 
signed that will give greater satisfaction and life 
with such low maintenance. Write for Bulletin 204 
and learn more about this exceptional time-tried 
battery. 


4 
EX 10 THE ELECTRIC STORAGE BATTERY CO. | 
The World’s Largest Manufacturers of Storage Batteries .: 
for Every Purpose | 


CHLORIDE 
BATTERIES PHILADELPHIA 





Exide Batteries of Canada, Limited, Toronto 
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lA INK-BELT 


COAL AND ASHES 


HANDLING 
EQUIPMENT 


@ Consulting engineers and operators of large 
and small power plants, in all sections of the 
country, have long known through actual expe- 
rience that Link-Belt mechanical handling, crush- 
mg ing, screening and power transmitting equipment 
= i is durable, dependable, and economical, being built 
to last, and to operate at maximum efficiency. 

Send for a copy of General Catalog No. 700. 
Link-Belt Company, Chicago, Philadelphia, Indianapolis, 
Dresser Station, Indiana Electric Co., Terre Atlanta, San Francisco, Toronto, or any of our other offices 


aute, is equipped with belt conveyors, : So at So3 
pron "conveyors, apron feeders, hoppers, located m principal cities, 7259 
rushers, water intake screens. Three loco- 

motive cranes are also used. 


le ee Ee de 





Link-Belt Coal Crusher 





, Belt Conveyors handling coal to bunkers Link-Belt Skip Hoists Gravity-Discharge Bucket Elevator-Conveyor 
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SANGAMO TYPE L-2 METERS ‘SINGLE DISK 


TWO-ELEMENT METERS 








The Type L-2 two-element meters com- 
prise two complete electro-magnetic 
elements driving a single disk. They are | 
designed for modern "A" and "S" 

mountings, thus combining conven- 
ience in installation with a minimum of 

space requirements. Electrical char- 

acteristics meet all the requirements TYPE L-2-S 


for modern meter accuracy and per- 
formance. 


Modern Meters for Modern Loads 


SANGAMO ELECTRI 





C COMPANY 


SPRINGFIELD, ILLINC 








AT YOUR  ., Delta-Stax QQ) Eleotuit Ge 


SERVICE 2400 BLOCK FULTON STREET, CHICAGO, ILL, 
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Meet the NEW 
CLASSIFICATION of ACCOUNTS 


with punched card accounting 


Now that many accounting structures 
will have to be reorganized to meet the 
Federal Power Classification, an excel- 
lent opportunity is offered to install the 
modern punched card method of ac- 
counting. The speed and efficiency of 
this method have long been accepted. 
Now that changes are required, why not 
investigate the advantages which the 
punched card method brings to all pro- 
cedures? 


Find out how International Electric 
Bookkeeping and Accounting Machines 
“read” the information punched in the 
cards and automatically add, subtract, 
multiply and print the detailed records 
you require. Your nearest International 
representative will be glad to show you 
how and why the punched card method 
will give maximum information in mini- 
mum time, and at minimum cost. Call 
him today. No obligation. 





vA 





A 
; 


Ne 
Consider these 
DVANTAGES 


SPEED. Reports are ob- 
tained in order of impor- 
tance, automatically by 
machine operation. 


FLEXIBILITY. You can 
meet New Classification de- 
mands and still maintain 
your present set-up with 
punched cards. 


ACCURACY. The punched 
cards form a reliable rec- 
ord which is not subject 
to alteration or error. 





INTERNATIONAL Bee hts CORPORATION 


BRANCH OFFICES IN 
PRINCIPAL CITIES OF THE WORLD 


GENERAL OFFICES: 
270 BROADWAY, NEW YORK, N. Y. 
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@ Dictograph also 
draws to your atten- 
tion its widely used 
general executive sys- 
tem — for internal 
communication be- 
tween administrative 
and executive depart- 
ments. These systems 
feature many exclusive 
advantages we will be 
glad to describe. 


to improved public relations, 


K. EYS that centralize all information needed in dealing with customers 
on the desk of a Customer Contact Clerk. Keys that permit instantaneous 
voice communication with History Clerks, Service Clerks, Bookkeepers and 
other reference departments. Keys that ease congestion, that save time, 
that reduce losses, that increase efficiency ... keys that speed transactions 
and give your customers a new conception of the word SERVICE. 


These are the keys of the Dictograph System of Interior Communication 
and Control—designed especially for public utility companies. With the aid 
of this system a Customer Contact Clerk takes care of all personal contacts 
with customers—performs at top efficiency. He never stirs from his desk to 
waste time in obtaining reports and information. The flip of a key on the 
simple instrument before him puts him in immediate contact with any 
wanted reference source. Without the customer being aware of it, History 
and Service departments “listen in” on the interview. In a moment’s time 
they are ready to signal by means of red or green lights their approval or 
rejection of a service application—or to report by means of the hand-set 
phone their findings on bill questions, complaints, credit ratings, etc. Every- 
thing is smooth, everything is under control. There are no tiresome waits, 
no annoying “asides” among clerks, no discourtesies—the customer goes away 
with a favorable impression of his public utility company. 


In brief this is what the Dictograph System of Interior Communication 
can do for you. But you will want all the facts. You will want to know, 
for instance, how Dictograph can be operated for still greater efficiency in 
conjunction with a nationally-known Filing System. Dictograph has been 
successful over and over again in solving intercommunicating problems such 
as yours. Write today. Learn in detail why Dictograph is the key to im- 
proved public relations. 


DICTOGRAPH PRODUCTS CO., INC. 


580 FIFTH AVENUE 


NEW YORK, N. Y. 


Offices in All Principal Cities Throughout the World 


MANUFACTURERS OF PRECISION EQUIPMENT SINCE 1902 
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SUPER~ DREDNAUT DEZP edu LENSES 


PROVIDE 





THIS DEEP CURVE 


1. Compels the Glancing Blow 

2. Supports the Heavy Blow as 
does the arch in a bridge. 

3. Prevents the glass from being 


driven into the eyes if lens should 
break by a terrific blow. 


ONLY SUPER-DREDNAUT COCGGLES EMBODY 
All 3 of the Following Features: 


Self-Adjusting nose bridge, which automati- 
cally adjusts itself comfortably to any width 
or size of nose. 


Non-Rubber headband, which contains no 
rubber, yet when properly adjusted it will 
maintain the desired tension and stay adjust- 
ed indefinitely. 
It cannot be in- 
jured by  over- 

extension and is not affected by moisture, perspiration, 

oil or grease. 


Super-Drednaut lenses, DEEP CURVED for ADDED 
STRENGTH have proven through tests, long wear and 
hard usage that they provide a greater strength, greater 
resistance to hard blows than any other form of lenses, 
which means MAXIMUM eye protection and fewer 
eye injuries. 


Send for a pair of Super-Drednaut Goggles TODAY and 
put them to the test. 


THE SAFETY EQUIPMENT SERVICE COMPANY 


Bell W. Nutt, President 1230 St. Clair Avenue, Cleveland, Ohio 
Manufacturers of a ies Line of Accident-Prevention Equipment 


LS 
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EXTRA WIDE TANK 
HINGED FLUE 

HEAVY BURNER WITH 
REMOVABLE JET BLOCK 
KEROSENE OR GASOLINE 


WALL BiG BRUTE 


DEEADNAUGH 
Designed and built for 


PUBLIC UTILITY SERVICE 





ADOPTED AS STANDARD BY MANY OUTSTAND. — 
ING POWER AND TELEPHONE COMPANIES, S 





P. WALL MFG. SUPPLY CO. 
PITTSBURGH, PA. 











Why BARBER BURNERS are Sponsored } 
Leading Gas 
Companies 


OR 20 years Barber Burners 
have set the standard, nation- 
ally, for Conversion burner reli- 


ability. Mention them to anyone, 
and the chances are he knows their 
name and record. Naturally utili- 
ties find it safe to recommend 
Barber Burners. It is a part of our 
policy to provide gas companies, 
in the future, with still closer co- 
operation. Constructive sales aids 
and suggestions are furnished 
wherever requested—and the rec- 
ord of a responsible manufacturer 
stands behind the performance of 
each and every Barber Burner. It 
is Barber’s purpose to merit your 
cooperation, 





NO. 336—8 BARBER 
AUTOMATIC BURNER 


© “Tailor-made” to suit and fit the grate dimensions of 
round or oblong furnaces or boilers. 

© Insures a “scrubbing” flame action on side walls of fire 
box, at the proper level, with 1900° Fahrenheit flame tem- 
perature. No fire brick or refractory elements needed. 

® Furnished with Baltimore Safety Pilot Control—positive 
and accurate. Listed in the A. G. A. Directory of Ap 
proved Appliances. 


We supply Sales Literature, Specification Data Sheets and Practical Sales At 
sistance. Write for Latest Illustrated Catalog No. 37 and Revised Price Lis. 


THE BARBER GAS BURNER COMPANY 


3704 SUPERIOR AVENUE, CLEVELAND, OHIO 


BARBER {omc BURNERS 


For Warm Air Furnaces, Steam and Hot Water Boilers and Other Appliann 
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PROVE the VALUE of MODERN EQUIPMENT 





PROVE IT WITH A 
Robertshaw-equipped 


COFFEE URN 


Here's a demonstration that will get you orders 
for complete kitchen modernization. Try it! 

Just ask restaurants to install a Robertshaw 
thermostat at (for example) a coffee urn. Then 
have them check the savings. 

You'll get sales results because Robertshaw 
thermostats have made fuel savings of 10% to 
25% and more! 

Demonstrations like these plant the seeds of 
complete kitchen modernization. They've actu- 
ally caused whole restaurant chains to replace 
old urns with new Robertshaw-equipped urns. 


ROBERTSHAW THERMOSTAT CO. 


YOUNGWOOD, PA. 


Robertshaw helps you sell 
kitchen modernization in 
ads that go to your pros- 
pects. Take advantage of 
the publicity. Give your 
customers a sample of Rob- 
ertshaw savings. They'll 
like it~and ask for more.  — + 
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In 1937 
More Royals were sold 





than ever before! 


BUSINESS GAVE IT 


S 
THE DES* MAKE THE GREATEST 


YEAR IN ROYAL HISTORY!!! 


® Each of the past 4 years, 1934, 1935, 1936 and 1937, set new, all-time 
high Royal sales records. ® A score of advanced features that reduce *yping 
effort and typing costs are the underlying reasons. © Give Royal the DESK 
TEST! Without obligation — on your own secretary's desk, check the ease, 
speed, accuracy, and economy of this great writing machine. 


* The DESK TEST is a fact-finding 
trial. It costs nothing, proves 
everything. Phone your Royal 
representative for information or 
use the coupon. 


WORLD’S NUMBER 1 
TYPEWRITER 


Copywright 1938, Royal Typewriter Company, Inc. 


GET A 10-DAY DESK TEST FREE! 


Royal Typewriter Co., Inc. 
Department WP- 138, 
2 Park Avenue, New York City. 

Please deliver an Easy-Writing Royal 
Fest, “Tunderstand that ‘this wit bs 
f un a is wi 
done without obligation to me. City State 
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“ and another ton of 


AMERICAN OAKUM 


_.. it’s the best we've 


ever used!” 


ROPE TWINE 
QAKUM - PACKING 


See American First” 
Also Manufacturers of 
AMERICAN “SUPERIOR” ROPE 























“One Unconditional Guarantee”. . . another reason 
wy Pustic uTiities INSIST ON DAVEY 


Davey is the only air compressor manufacturer which builds a complete power take-off unit for 
truck mounting. 

The Davey air-cooled compressor and the Davey Split Propeller Power Take-off, by which power 
is transmitted from the truck engine, are engineered to work together as one efficient unit. Davey 
dual purpose compressor assemblies for trucks are built by one company, covered by one guaran- 
tee, sold and serviced by Davey dealers everywhere. 


DAVEY COMPRESSOR CO., INC. KENT, OHIO 
“The World’s First Air-Cooled Compressor” 
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MEANS 


ALUMINUM —high in electrical conductivity, light in weight, 
highly resistant to corrosion. 


CABLE —for all types of power lines; high voltage 


transmission lines to low cost rural lines. 


STEEL —giving high strength to these electrical con- 
ductors; permanently protected by the exterior 
Aluminum wires. 


REINFORCED —supporting the usual utility policy of con- 
sidering service first, A. C. S. R. furthers de- 
pendability while making savings possible. 


ALUMINUM COMPANY OF AMERICA 
2134 Gulf Building, Pittsburgh, Pennsylvania 
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A new International Cab-Over-Engine Track workin, 
Telephone Co., 
Telephone Corporation. 
mail, instructions to divisions, and emergency repair 
division points. 


Boies 2 


Public Utilities Fortnightly 








Pe ¥ 


for the Associated 
y of the General 
Ah truck for carrying 
's between several 
, six days a week, 


Lid., Long Beach, Calif., a subsid: 
This unit is used as a dispat 





It travels more than 200 miles a 


INTERNATIONALS 


INTERNATIONAL HARVESTER engineers 
worked for months to develop these new 
truckk—a quality line of Internationals com- 
pletely new in engineering and exterior de- 
sign. The men who design and build and test 


them took all the time that this kind of job 
requires and put into it all the experience that 
Harvester has gathered in more than thirty 
years of truck manufacture. And now months 
of actual service in every kind of job testi- 


fies to a new high accomplishment in truck 
construction and a new low cost in 
operation. 

Every one of these new Internationals, from 
the modern light-delivery truck to the power- 
ful heavy-duty six-wheel units, is ALL-TRUCK 
throughout as all Internationals have always 
been. 

See these new trucks now at the nearby Inter- 
national branch or dealer showroom. The right 
chassis and right body for every hauling problem. 
Ask for catalogs of the sizes in which you are 
interested. 


INTERNATIONAL HARVESTER COMPANY 


(Incorporated) 


180 Nerth Michigan Avenue 


Chicago, Illinols 


INTERNATIONAL TRUCKS 


This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 





Public Utilities Fortnightly 








January 20, 19 


MAKE INSULATION 
MEET THE TEST OF A 
GOOD INVESTMENT 


OOD investments can’t be judged 

by price alone. More important is 

the security provided by full and con- 
tinued dividends. 

Primarily an investment, insulation 
must be bought on the same basis. . . 
must prove its worth in terms of maxi- 
mum cash returns on fuel savings. 

Throughout the country, hundreds 
of power plants have assured them- 
selves of these insulation dividends. 
Johns-Manville Engineers, using J-M 
Insulations, have played an important 


™ Johns-Manville 


An insulating material for every temperatur« 


part in increasing plant efficiency and 
in reducing operating costs. 

Backed by J-M’s 75 years of re- 
search and field experience on insula- 
tion problems, these engineers can 
help you select the insulation best 
suited to each individual requirement 
in your plant. They work with insula- 
tions of maximum efficiency and uni- 
formity and are able to recommend the 
right amount and proper application. 
For details, address Johns-Manville, 

1g 22 E. goth St., N. Y. C. 


INDUSTRIAL 
INSULATIONS 


for every service conditior 
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Pioneers in Meter Progress 


Yesterday — Today—Tomorrow 


FROM THE VERY BEGINNING... THE SUPER-STANDARD OF 
QUALITY IN THE CONSTRUCTION OF TRIDENT & LAMBERT 
WATER METERS HAS NEVER VARIED... TODAY MODERN 
METHODS MAKE IT POSSIBLE TO PERFECT METERS REACH. 
ING NEW HIGHS IN WATER REVENUE PRODUCTION ... 





NEPTUNE METER CO.—THOMSON METER CORP., 50 WEST 50TH STREET (ROCKEFELLER 
CENTER) NEW YORK, NEPTUNE METERS, LTD., 345 SORAUREN AVENUE, pater 
ONTARIO, CANADA 
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BOILER CONSTRUCTION 


Modern boilers are precision-built units for steam pro- 
duction. Their materials are subjected to exacting tests and 
the workmanship checked with unrelenting inspection. 
Every welded seam is made by licensed welders of proven 
ability; X-rays penetrate every inch of every welded seam 
and imprint on film a permanent record of the weld struc- 
ture. Welding stresses are neutralized by a day-long course 
of heat treatment. Testing, machining and erection follow. 
Each step is controlled and checked by precision methods 
from laying out the plates to erection on the ground. 


Precision in manufacture is constantly pressed to the 
end that each boiler will maintain a high availability over a 
long period of years. 


FOSTER WHEELER CORPORATION, 165 Broadway, New York. N. Y. 
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FLASHLIGHTS /o” INDUSTRY 


“EVEREADY” 
Industrial Flashlights 


No. 3251 
No. 3351 


No. 3351 
Three-Cell Type 


No. 3251 
Two-Cell Type 


“Eveready” Industrial 

Flashlights No. 3251 and No. 

3351 have been specially de- 

signed to meet the needs of 

industry for flashlights which 

NATIONAL CARBON COMPANY, INC. will give long and satisfac- 


General Offices: New York, N. Y. : lly 
Branches: Chicago, San Francisco noe ghar: under un 


Unit of Union Carbide [[[aj@q and Carbon Corporation severe operating conditions. 
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Wagner DISTRIBUTION 
TRANSFORMERS have 
PL diSte wees VALUES: 


@ THEY ARE EFFICIENT. Wagner Types HEB 

tribution transformers have low core and monn = a 
their ratio of losses are such that they have good all-year 
efficiencies. 










@ THEY ARE WELL DESIGNED. Due to precision of man 

ture, careful selection of materials and parts, and intellions 
engineering, Wagner transformers have all the features that 
are necessary for satisfactory performance, and yet they are 
unusually advanced in modern design. 





@ THEY ARE THOROLY TESTED. All parts and completed 
transformers are carefully tested to meet exacting 

- tions according to the latest transformer standards—an as. 

ie) surance that agner transformers are Teliable, free = 
defects, and will give many years of continuous duty, 


@ THEY WILL GIVE SATISFACTORY SERVICE. Wagner 
transformers of today are the result of constant im 

in their mechanical design and sc remvagn gunel Saran 
experiences of highly trained Wagner engineers trans- 
former users... working hand in wand. - during 45 years 
of pioneering and developing. These years ‘of experience have 
enabled Wagner engineers to detemmine th the electrical designs 
that are best 1 for satisfactory service. 


es 


pk Ly angh HAVE IMPROVED FEATURES. Wagner transfor 
oO are representative of the latest Gevelopments & in ‘ 
fooiaar design and manufacture . and i 
coordination, steel tanks, protected and reen: lorced e1 
non-aging silicon-steel cores, advanced core 
strong element structures. 





@ THEY ARE CAREFULLY CONSTRUCTED, In berberine 
<— » core construction, assembly and tank construction of 

“ Wagner distribution transformer there is that extra 
and care that only experienced men under competent 
8 ision, can impart into a product. Every step is double 
checked. 








@ CONVENIENT SERVICE FACILITIES. Because Wagner main- 
pe ea 25 branch offices, warehouses, and service stations in 

all parts of the country, Wagner can give better and quicker 
service to your needs. 





5 > ° ‘ . 
A ET=t 115d Di seleulom @asyslejuctateyl 
6400 Plymouth Avenue, Saint Louis,U.S.A. 
Pe ANS FORMER S * oy Ge @ ye aa : FANS ° BRA 
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Here is the modern Hecht 
Company warehouse in 
Washington, D. C., which 
made their service openings 
modern... with 20 modern 
Kinnear Steel Rolling Doors. george : .& 
Re Py eB bes bE 

wha 2 a aaa 

4 » x od od - = Sa 


Kinnear Steel Rolling Doors give the finishing 


touch ... in both appearance and efficiency... 
to the modern building. Being custom-made of 
Steel, Stainless Steel, Bronze or Aluminum and 
for the particular opening, they harmonize with 
any type of architecture. But more important, 
they save space, time, labor and money. Rais- 
ing vertically and coiling above the opening 
they save floor and wall space, and operate 
with the convenience of a window shade. They 
are perfectly counterbalanced for easy motor or 
manual operation and are an effective barricade 
In addition to Steel Rolling Doors, against intrusion, the elements and fire. Kin- 
pat manufactures Labeled Fire near Doors can be depended upon to give more 
oors and Shutters, Bifolding Doors . 
(wood or steel). Sectional RoL-TOp Years of hard service, as they are made by door 
Doors (wood or steel) and metal experts who know their business. So for com- 


Rolling Grilles. They are made in + plete satisfaction let Kinnear solve your door 
any size for installation in old or 
new buildings. problem. 


THE KINNEAR MFG., CO. 


2060-80 Fields Ave., Columbus, Ohio 
SEND FOR COMPLETE CATALOG 
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Whether You Buy A Tankful Of Gasolene Or 
A Carload Of Oil—You Can Be Sure That 
CITIES SERVICE PRODUCTS Are Unsurpassed! 


THE QUALITY of Cities Service gasolenes, oils and greases is guarded 
every step of the way from the oil well to you. For Cities Service is a 
completely integrated unit in the oil industry, engaged in all phases 
of petroleum operation .. . production, transportation and refining. The 
finished products, backed by 74 years of refining experience, reach 
you through 15,000 reliable outlets. The Cities Service emblem is 
your guarantee of dependable products and efficient, courteous service. h 

' 






CITIES SERVICE |fS2M Serves A Nation! | 
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AS THE SERVICE 
; THEY HELP TO 
a MAINTAIN 


The Baker Steel equipment Embracing several wholly new develop- 
ers pet ments, Baker Steel Line Body No. 1480, 


Line Construction and Mainte- 
sence Bodies; Light, Medinas end shown above, marks a far step ahead 


Heavy Duty + Telephone Instal- . . : a 
lacie: ead Neseden Mae me in line body design. Its exclusive fea 


Splicer Trailers » Pole and Material tures, never before available, afford 


Trailers + Aerial Ladder Units + J : . 
Winches and Power Take Offs « substantially greater efficiency, higher 


pam: safety and improved appearance. 

You will find these new features 
highly important in considering your 
line body requirements for 1938. Write 
for catalog and complete information. 
THE BAKER-RAULANG COMPANY, 
Body Division, W. 80th St., Cleveland,O. 
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CONSTRUCTION : APPRAISALS 
OPERATING COSTS Engineers INTANGIBLES 
VALUATIONS AND REPORTS 


CHICAGO PHILADELPHIA NEW YORK DALLAS WASHINGTON 








SANDERSON & PORTER 


ENGINEERS 


VALUATION DEPARTMENT 
APPRAISALS AND RATE QUESTIONS 
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gineering concerns especially equipped by ex- . . 
perience and trained personnel to serve utilities Consulting Engineers 


in all matters relating to rate questions, ap- Design—Supervision of Construction 
Praisals, valuations, special reports, investiga- —Reports—Examinations—Valuations 


tions, design and construction. «<« 20 North Wacker Drive Chicago, Ill. g 
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With every Darling Valve you 
get @ half-century of experience 


This is our olden anniversary. Fifty years old! Fifty years 
of service. f hard and interesting work. Of experience in 
meeting and overcoming hundreds an thousands of the problems 
that beset industry. 


Looking back over our record 
and fulfillment. 
better products. iri i - nt into 


first Darling Produ rs ago—that's what will continue 
to make Darling the best your money can buy! 


Put our half-century of experience behind your next valve or 
fire hydrant installation. Make the Darling standard your stand- 
ard of dependable, economical operation. 


DARLING GATE VALVES 


DARLING VALVE and MANUFACTURING co. 
Williamsport, Pa. 
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, AN (Manufacturers 
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An Efficient Pair That 


Are Almost Never 
Out of Commission 


SOOIOOOIIO SSIS SOI INS 
Ee 


e fact that millions of RIBAID 
renches are in use today is no miracle. 
ly a tool unusual in its economy and ser- 
e-ability could have taken first place 
jong name wrenches in a few short years. 


the guaranteed unbreakable housing 
ich ends 75% of your wrench repairs), the comfort- 
le alloy |-beam handle, the replaceable non-slip, non- 
k jaws of chrome molybdenum alloy, the easy-spin aseutts Wiend: 
justing nut, the handy pipe scale on hook jaw—these 6” to 60” 


id other features were what wrench users welcomed. 


t out the economy and satisfaction of these 


enches. You please your workmen and you cut your RiLAaIb 


pair expense when you buy them. End Wrench 
6” to 36” 


Order from your Jobber—Today 


Save cutter wheel expense with th RIED 
Cutter—thin tool-steel blade gives you far more 
quick clean cuts, practically without burr. Buy 
from your Jobber. 


Felice 1(D PIPE TOOLS 


This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 
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ANOTHER WAY TO SAVE HORSEPOWER 


NOTHER way to 
save horsepower is 

to save kilowatts — cut 
down the losses—in gen- | 9 pou 


ration, transmission, 


and distribution. 

Among engineers it is common knowledge 
that the amount of coal required to produce 
a kilowatt-hour has been reduced by more 
than $0 per cent since 1920, We can show 
you how G-E turbine development, alone, 
might be credited with $§0,000,000 annually 
in total-fuelsaved. Theny. too; a conserva 
tive estimate of the saving if energy: losses 
brought about by the use of silicon steel in 
transformer cores—since 1920—1is"close to 
half a billion dollars, And progress continues, 


The development of the small General Elec- 


GENERAL 


Illustration shows how Denver railway 
operator improved efficiency. Horse agin 
car up bill and rode down. Tota 

mileage about 40. Speed uphill, 214 miles 
Downbill, 15. “Street Railway 
Journal,” June, 1898 : 


tric unit substations 
and of highly reliable 
daily, secondary — network 
equipment has resulted 
inmore efficient distribu- 
»tion systems. Then, too, 
consider a rapidly expanding application 
of G-E Pyranol capacitors to distribution 
circuits—a G-E development that is bring 
ing substantial reduction in energy losses in 


all parts of the generation, transmission, 


. and distribution system. 


requires good engineering. And good 
gineering must be provided with adequ 
facilities t6€ncourage its full expression 
promote both of these essentials with ¢ 
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96-428R ~ 








